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ABSTRACT 
Water Transport is one of the oldest means of 
transport. It has been used since the dawn of civilisation 
in shaping the economy of the nations. It is believed that 
development and maintenance of a strong and adequate 
shipping transport is a must for our country, not only for 
earning and saving foreign exchange, servicing and 
promotion of national and international trade and smooth 
progress of economic development but also to strengthen the 
our defence rec[uirements. In the international means of 
transport, the ships are the best means to carry bulk cargo 
from one country to another because of their large carrying 
capacity and cheap transport services. Shipping transport 
developed and became more popular internationally after 
Industrial Revolution and now World's 75 percent trade 
takes place through shipping. The Shipping Corporation of 
India plays a pivotal role in the economic development of 
our country. It is not only an important aid to trade and 
commerce of the country but is also a very important earner 
and saver of foreign exchange for the country. The 
Corporation takes a lion's share in the total export and 
import of Indian shipping. The Shipping Corporation of 
India takes 47.3 percent alone of total Indian tonnage and 
other 66 companies and government department take the 
remaining 52.7 percent of total Indian tonnage. This lion's 
share of the SCI exhibits the growth and development of the 
Corporation. It has been a net earner/saver of much needed 
foreign exchange. In the year 1961, when this Corporation 
was formed, it earned Rs.2.74 crores and just after a 
decade these earnings increased to Rs.35.04 crores. In 
1981, after two decades of establishment of the SCI, it 
earned a very handful foreign exchange of Rs.l95.21 crores 
which helped to meet the country's foreign debt. In 1991, 
the net foreign exchange earning was Rs.269 crores which 
increased to Rs.353 crores during the year 1991-92. In 
1992-93, total net earnings of foreign exchange was Rs.425 
crores and this figure increased to Rs.561 crores which is 
the highest figure of foreign exchange earning during the 
year 1993-94. 
The development of the Shipping corporation of India 
has brought numerous benefits to our country such as, 
contributing to promotion of exports and imports of the 
country and to develop economic relations, saving foreign 
exchange for the country by carrying its own cargo, being a 
major earner of foreign exchange for the country by 
carrying other cargo as well, act as second line of defence 
to protect country's maritime interest and preserve the 
channels of communication flying the flag around the world 
in peace time and serving a reserve fleet in times of war 
and providing certain countervailing power vis-a-vis the 
monopolistic liner Conferences and there by act as a major 
force in bringing down the freight rate for the country's 
exports and imports. India depends to a large extent on 
import of crude oil and petroleum products and the Shipping 
Corporation of India has been playing a major role in 
transporting this strategic commodity especially during the 
difficult times. 
The following are the objectives of the study:-
To examine and evaluate the financial performance of 
the SCI on certain parameters. 
To study and analyse the organisational structure of 
the SCI and give certain measures for their improvements. 
To study the contribution of Indian Shipping in 
general and the Shipping Corporation of India in particular 
towards the economic development of India. 
To examine the growth of the SCI and its share in 
overseas trade. 
To study the various problems of the SCI and suggest 
preventive measures. 
To look into the weak areas of the SCI and give 
remedial measures. 
To examine the financial problems of the Shipping 
Corporation of India and give suggestions for remedy. 
To study allied matters pertaining to the performance 
of the SCI. 
All these objectives are critically examined to 
evaluate the whole work of the study. 
The financial performance and structure of the 
shipping Corporation of India are the main key thrust area 
of this work. Various parameters are used to critically 
examine short-term financial performance as well as long 
term financial performance of the Shipping Corporation of 
India. For the short-term solvency many ratios like 
liquidity ratios as well as profitability ratios are used. 
These ratios show to some extent satisfactory performance 
of the SCI but it needs further strengthen of the short 
term solvency of the Corporation. 
For long term solvency various ratios like debt 
equity ratio, earnings per share, net worth analysis funds 
flow statement and common size statement are used. These 
ratios show poor financial performance in long run and long 
term solvency is quite adverse and unsatisfactory. 
The Shipping Corporation of India was a fully 
government owned company initially but now the government 
has disinvested 29 percent of its shares and the 
governmental shares would be reduced to 71 percent. It has 
a total authorised capital of Rs.35,000 lakhs which has 
been divided into 35,00,00,000 Equity Shares of Rs.lO each. 
Out of these 26,46,12,870 equity Shares have been issued 
and subscribed by the government of Rs.lO each full paid up 
and 1,76,89,540 equity Shares of Rs.lO each fully paid up 
and 10 equity Shares of Rs.lO each, Rs.9 paid up for 
consideration other than the cash. This amount is not 
sufficient for this giant capital intensive Corporation. To 
meet the Capital requirements, this Corporation has taken 
loans from many financial institutions and bodies like from 
government of India (formerly Shipping Development Fund 
Committee) against mortgage of a part of the fleet and 
Assignment of Work in Progress in respect of Ships under 
construction. The State Bank of India and some foreign 
Banks also have granted loans to the Shipping Corporation 
of India which has been guaranted by the Government of 
India. 
The capital structure of the Corporation shows the 
ratio of 3.7:1 which is highly geared. It means the equity 
shareholders have a little share in the assets of the 
Corporation. But the capital structure of the SCI is not 
static and it varies from time to time. In 1984-85, the 
capital gearing ratio was very high, i.e. 8.8:1. This ratio 
increased every year and in 1988-89 it exhibited extremely 
high ratios which were very hazardous for the Corporation. 
After this year the capital gearing ratio showed a 
decreasing trend and the year 1993-94, showed the ratio as 
2.1:1, although it was high gear. It has been observed that 
there is an adverse relationship between capital gearing 
ratio and earnings per share. The conclusion of this whole 
discussion is that if the capital gearing is reduced to the 
rule of thumb i.e. 1:1 the earning per share will be 
increased and this will enhance the credit worthiness of 
the Shipping Corporation of India. It will thus attracts 
new prospective investors and stimulate the existing 
investors to invest more in the Corporation. 
It has been seen that the Shipping Corporation of 
India is not able to pay interest on its loans and the 
instalment of principal money regularly. The interest of 
Rs.2,258 lakhs in 1993 and of Rs.2245 lakhs in 1994 is due 
on the loan taken from the Government of India (formerly 
Shipping Development Fund Committee) and instalment of 
Rs.5840 lakhs in 1993 and Rs.3654 lakhs in 1994 is accrued 
and unpaid. The instalment is also due to the State Bank of 
India and the Foreign Banks due to inadequate return on 
investment. This inadequate return on capital is due to 
overcapitalisation of the Shipping Corporation. Idle 
capital must be reduced to maintain fair capitalisation to 
have a fair rate of return on the investment. 
It may also be observed that the Short term solvency 
of the shipping corporation of India is to some extent 
satisfactory but it further needs to strengthen more to 
have adequate working capital in the corporation. 
Earning per share is showing an upward trend but it 
is yet not satisfactory and it needs fast increment in 
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earning per share to maintain fair rate of return in the 
corporation. 
There is over capitalisation in the corporation and 
it requires reduction of idle capital and proper 
utilisation of remaining capital to maintain fair return on 
investment in the corporation. 
The Shipping Corporation of India is suffering with 
an acute manpower shortage which affects the smooth, 
uninterrupted and sound operation of the Corporation. This 
acute problem of manpower shortage has arisen mainly due to 
continuing large out flow of skilled and qualified Indian 
officers from employment on the SCI to foreign flag ships 
by lure of much higher wages which they earn net without 
having to pay any tax. There must be considerable reduction 
in the drift of Indian seafarers to foreign flag vessels. 
Today the major differential between an Indian 
seafarer working on a foreign flag vessel and an Indian 
vessel, is high taxation. This needs to be corrected for 
the long term benefit of both the seafarer and the 
Corporation. 
As it has lost the competitive edge in manning its 
fleet, it is left with no choice but to follow the 
international trend and reduce its manning strength to 
inplement new technology and automation. 
The Corporation has already become an active partner 
of the government, to impart training and set up training 
institutions and it should take major step to persue 
vigorously the setting up of the Indian Maritime 
university, followed by post graduate courses and research 
in different aspects of shipping to develop and to meet 
challenges of globalisation of shipping. 
A new system was introduced by the government that 
Indian Financial Institutions have started levying a 
special interest tax on the interest paid to them and these 
financial institutions are passing on the burden to the 
borrowers. This has made the cost of finance higher for 
Indian shipowner. Since they have to compete with foreign 
shipowners with a much lower overall cost of financing, 
consideration should be given to the withdrawal of special 
interest tax in respect of loans and advances to the 
shipping industry. 
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A major hurdle in the growth of the Corporation is 
uneconomic unit of operation. This unit operates its 
services at various places on full reimbursement basic like 
inter island services in Andaman and Nicobar island, 
Mainland Lakshdweep and inter island Shipping services, Haj 
pilgrimage services, Management of Research and Light Ships 
Services for the overall economic development of a nation. 
After critical analysis and evaluation of the 
performance of the Corporation, it can be observed that 
long term solvency of the Shipping Corporation of India is 
in a poor shape. The external equities are too high and 
internal equities are too low. There is a need to enhance 
the equity share capital and reduce the loans and advances 
to have a proper gearing ratio to strengthen long-term 
solvency of the Corporation of India. 
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CHAPTER I 
ECONOMICS OF SHIPPING TIUNSPOIIT 
CHAPTER -1 
"ECONOMICS OF SHIPPING TRANSPORT" 
Since time iitunemorial the Sea has influenced the 
nations bordering it and the free use of the routes 
contributed in a large measure to the economy prosperity 
and Cultural relations of nations."^ All the ancient 
Civilisations of the world have developed alongside the 
waters, like Induse Valley Civilisations developed on the 
bank of Induse river. The Mesopotamian Civilisations 
developed on the bank of tirgis and Euphrates river. The 
Egyptian Civilisations developed on the bank of Nile 
river, The Chinese Civilisations developed on the bank of 
Hwango-Ho river,^ The Roman civilisation developed on the 
bank of Tiber river,° and the Greek civilisation developed 
on the bank of Mediterranean sea. These Civilisations grew 
1. Rao, S.L. Indian Shipping Industry, Retropect & 
Prospect; National Council of Applied Economic Research, 
Persila Bhavan, Indrapradtha Estate, New Delhi, 1993, 
p.13. 
2. Dev, Arxin (ed.) The Story of Civilisation, Volume I 
NCERT, New Delhi, 1983, P.24. 
3. Ibid., p.30. 
4. Ibid., p.36. 
5. Ibid., p.42. 
6. IJbid. , p. 86. 
7. Ibid., p.76. 
alongside the wat' rs because the ancient people got water 
for drinking and irrigation and floated over the water for 
fishing. In the ancient period when there was no concept of 
Roadways, Railways and Airways transport, there was only 
the water transport. Even today water transport plays a 
pivotal role to develop trade and commerce of a nation than 
other means of transport. This Chapter will, therefore, 
highlight. The Socio-economic significance of shipping 
transport. It will also examine the cost benefit 
relationship in the area of shipping transport. In 
particular the chapter will analyse the economics of 
shipping transport in India. It is believed that 
development and maintenance of a strong and adequate 
shipping transport is a must for the country not only for 
conserving and earning foreign exchange, servicing and 
promotion of national and international trade and smooth 
progress of economic development but also to strengthen the 
defence requirement of the nation.^ Water transport has 
unique importance in the field of the development of 
foreign trade as well as home trade. It has great carrying 
capacity. A boat can carry heavier load, usually six times 
more than its own weight. The modern ships are of giant 
carrying capacity and of moderately good speed. The trade 
8. Indian Shipping, Bombay, Vol.37, No.12, 1985, p.7. 
of a country depends upon the water transport of the 
country. Some countries have their geographical advantages 
and specialised in the field of a particular industry and 
agriculture. They have large scale production at minimum 
cost and export the surplus product to other scare 
countries. Similarly, it also facilitates the import of raw 
materials and finished goods which are not produced in the 
home country. World's three fourth trade is performed 
through the shipping. In the international means of 
transport, the ships are only the best means to carry bulk 
cargo from one country to another because of their large 
carrying capacity and cheap transport services. It is 
cheaper than other means of transport because waterways are 
gift of nature and the capital cost, operating cost and 
maintenance charges of water transport are lower than 
others. The Railways and Roadways links are not available 
to go in each and every country. The aircrafts have their 
limited carrying capacity and their charges are very high. 
Moreover they have limited number of flights. Therefore, 
they can only be used for passengers and suitable for 
carrying light and valuable cargoes.^ 
Shipping transport plays an important role in a 
nation's economy. This has been particularly true in the 
9. Jain, J.K. Transport Economics, Chaitanya Publishing 
House, Allahabad, 1990, p.357. 
past. Before the advent of Roadways and Railways, shipping 
transport had paramount importance. The ancient cities of 
the world were situated on the bank of rivers because 
shipping transport was available to export and import goods 
from one country to another. This transport has some 
advantages over road and rail transport because God has 
provided the permanent way. The cost of operation, even in 
the case of artificially navigable canals, are 
comparatively low. The capital charges on barges are 
smaller than on engines and rolling stock, and on jetties 
considerably less than on station. The pay load is also 
better, while the tare of wagon generally accounts for one 
third of the total load, a barge only weighs about one 
fifth of total carrying capacity. With these advantages it 
is not surprising that shipping transport is considerably 
developed in many countries. Grait Britain has about 2500 
miles of navigable water ways fairly developed, and the 
U.S.A. has a highly developed river and canal system. In 
France, the state has spent large sums to develop the 
internal water transport. These countries developed their 
shipping transport because inevitable exchange of goods 
between nations the key to commercial prosperity lies 
conquest of the "blue water" trade. Back in history, the 
most powerful civilisations were developed around the sea. 
It is not a mere accident that two of the commercially most 
prosperous and politically powerful nations both in the 
east and the west are the sea faring island kingdom of 
Japan and Britain. Many small nations in Europe like 
Norway, Sweden and Holland which considerable portion of 
the national incomes is derived from shipping services. 
With in fifty years Japan with an efficient mercantile 
marine has obtained for herself lion share in world trade. 
Indian shipping does not impart a good share in the 
national income but has its place in it. India has a coast 
line of over 4500 miles and her coastal shipping plays 
significance role to develop home trade and commerce. 
The shipping transport throughout its long history 
has acted as a potent instrument for the unification of the 
world. It is a very old adage that "Mountains divide but 
rivers unite" Beginning with the instinct of the 
pre-emptive man to catch fish, some of the noblest and also 
basest . instincts of man have played their part in the 
development of shipping. The greed for plunder, the lure of 
conquest, some times combined with religious zeal, have 
been responsible for man taking great risks to make the 
trail of unknown. But their appears to be no doubt that the 
10. Trivedi, H.M. Indian Shipping in Perspective, Vikas 
Publishing House Pvt. Ltd. Savoy Chambers, Wallace 
Street, Bombay, 1980, p.2. 
11. Bonavia, M.R: The Economics of Transport; Nisbet & Co. 
Ltd., Cambridge University Press, London, 1947, p.20. 
shipping industry through centuries has increasingly added 
to the convenience and comforts of people all over the 
world, by enabling them to enjoy a better life and a higher 
standard of living by ensuring a proper exchange of goods 
and services.-^^ Shipping nations of the world from the 
ancient Phoenicians to the modern British were not 
altruists in any sense of the term. Portuguese cruelty has 
left its imprint in the orient, the draining of the riches 
from India made the British Industrial Revolution possible, 
the other colonial powers like Dutch also got enrich out of 
the unknown exploitation and known plunder and trade. But 
nevertheless all these explorers, navigators, merchants and 
traders were the unconscious instrument of history and 
contributed to the growth of wealth and civilisation of 
various countries among which they exchange their goods.-^ -^  
Shipping transport overcomes distances and physical 
barriers like and rivers between nations, trade and 
cultural intercourse increases, many countries like Japan, 
Poland, Holand, Nitherland etc. were cut off from rest of 
the world. Even the biggest continent South Africa which 
was known as black continent was also unknown for long 
12. R£un M.S.: Shipping, Asian Publishing House, Bombay, 
1969, p.26. 
13, Ibid., p.21. 
time. But envent of Shipping made them known and connected 
with the world. Shipping transport supplied all the 
essential commodities which were needed for a institutional 
life and aroused the standard of living and made them 
cultured. Mobility of persons stimulates the spread of 
information and ideas and the desire to take advantage of 
material progress which specialisation makes possible. The 
spread of religious and political ideologies and other 
cultural forms is directly dependent upon the development 
of transportations and communication facilities. Local 
dialects customs, dress and other distinctive 
characteristics of localities have given way to widespread 
by the mobility of men from one place to other and from one 
country to other.-^ ^ From the ancient, India has been a 
great centre of different cultures and religions. The 
Indian thoughts and cultures were spread over the greater 
part of the Asiatic Continent. In the ancient period 
Maghadh was the great centre of religious study. Many 
Chinese pilgrims visited India time to time for their 
religious study. Janana-bhodra, a Buddhist from Palyan of 
the Southern ocean come to China for the second time after 
having visited India from China by sea. Some very 
interesting facts regarding the maritime intercourse 
14. Fair, Marvin L: Economics of Transportation. Harper & 
Brothers Publishers, New York, 1950, pp.5-6. 
between China and India are furnished by the famous Chinese 
traveller I-Tsing who visited India in 673 A.D. He has 
recorded the it inenaries of about sixty Chines pilgrims 
who visited India in 7th century A.D. from which it is 
clear that there was constant traffic across the sea 
between India and China. The whole coast farther India from 
Suvarnabhumi or Burma to China and also of islands which 
ocean liners regularly plying in the Eastern waters between 
India and China Constantly used as convenient holding 
places. I-Tsing refers to more than ten such colonies where 
Indian manners, customs and religious practices prevailed 
together with Sanskrit learning. In these colonies 
passengers often changed their ships, though many would 
come direct to Bengal, like I-Tsing who disembarked at the 
Tamralipti, while others would halt at ceylon that sacred 
place of Buddhism to reship themselves for Bengal like Fa-
Hien. I-Tsing has also recorded the names of some of his 
contemporaries who like visited India by way of the sea.-"-^  
Japanese tradition records the names of Indian evangelists 
who visited Japan to propagate the Buddhistic faith. Thus 
Buddhidharma, of South India, after working in China, come 
to Japan and had an interview with Prince Shotoku subhakara 
was another Indian, who working in China, privately visited 
15. Mookerji, Radhakiuaud: Indian Shipping Longmans, Green 
and Co., Hornby Road, Bombay, 1912, pp.171-172. 
Japan and left a book of the MAHAVAIRO CHANABHISAMBODHI 
SUTRA, consisting of seven books, the fundamental doctrines 
of Buddhistics Tantrism at the Kumedera temple. The visit 
of the Indian missionary, Buddhisena to Japan in 736 A.D. 
is a historical fact. Bodhisena had originally gone to 
China and while staying in a temple there come in contact 
with a Japanese and was persuaded to visit Japan. He 
settled in Japan and taught Sanskrit to Japanese priests.-^^ 
India looks as if she had been meant by nature to 
remain aloof from the rest of the world and to develop her 
civilisation in isolation, untouched by the currents that 
stir humanity abroad. The geography of India points to her 
natural isolation, but the history of India reveals another 
facts. It has been well said none of the greatest movements 
in the world which have influenced the history of mankind 
have failed to touch India and contribute to the 
development and richness of her extraordinary varied 
culture and civilisation. India is a country where many 
religions were born like Hinduism, Jainism, Buddhism and 
Sikhism. Some of the inscriptions speak navigation and 
ship-commerce as forming part of the education of the 
princes of Kalinga. The great King Asoka had religious 
mission to propagate Buddhism in other countries. He send 
16. Ibid., p.144. 
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his son and daughter to Japan, Java, Sumatra and many other 
countries to propagate Buddhism. The Shipping transport 
played a distinctive role to propagate Indian religion to 
abroad. These were the closing years of the age which 
witnessed the expansion of India and the spread of Indian 
thought and culture over the greater part of the Asiatic 
continent. Thus Indian religion and culture were spreeded 
1 7 
in many countries with the help of Shipping transport. 
Water transport is one of the oldest means of 
transport. The Rig Veda and the ancient Indian epics of 
Ramayana and Mahabharat refer to sea Voyages. The Sanchi 
sculpture belonging to second century B.C. contains 
representation of ships. The Ajanta cave temples dating 
back to the period between second century B.C. and 7th 
century A.D. contain representation of boats and ships. 
Manu's code which had laid down the ancient Hindu law also 
laid down a fairly well developed code of maritime laws."^ ^ 
Shipping transport played an important role since the 
inception of civilisation and continues to play its vital 
role in ternation trade in giving access of foodstuffs and 
sources of raw materials to many nations of the world and 
17. Ram, M.S.: Shipping 1969 op.cit. p.173. 
18. Mookerji, Radhakumud: Indian Shipping 1912 op. cit, 
p.188. 
11 
in enabling their finished product to marketing and 
consuming centres. Now exchange of goods and services is a 
part of our way of living. Very few nations of the world 
are self-sufficient and most of the nations of the world 
depend on others. Even developed countries like Britain 
depend for daily needs largely on imports. 
Shipping is the only industry in India which is truly 
international in character. The India Shipping industry 
operates predominantly in the international arena against 
fierce international competition. Its fortunes are 
dependent on international economy and political 
developments and also on the international supply of 
shipping tonnage vis-a-vis demand. Shipping is a core 
industry due to the following factors. 
--It is vital for the country's export import trade and 
for the coasted movement of cargoes. 
--It is an earner/saver of foreign exchange with the 
potential to increase its net surplus earnings for 
foreign exchange substantially. 
-- It is a second line of defence to keep the supply lines 
open to transport troops, arms and other materials in 
case of war, internal and external revellion and national 
19. Ram, M.S.: Shipping 1969 op. cit, p.240. 
12 
20 emergencies. 
India is the vanguard of world navigation for 
several millennia. She is bounded on three sides by ocean 
and with mightily rivers flowing from the mountains into 
seas, with its vast coast line of about 6000 Km. studded 
with several big and small ports. This geographical 
location has ordained itself that India is a good seafaring 
nation. India has no option except shipping transport to 
export and import bulk commodities like coal, coke, iron, 
ore, semimanufactured iron and steel grain cement, 
fertilizer and petroleum products, because these bulk 
commodities fetch low average value and are not 
perishable.^ -'-
It has now set forth at some length the available 
evidence bearing on the history of the shipping, sea borne 
trade and maritime activity of India from earliest time. 
The opening centuries of the cristian era which saw a 
remarkable growth of foreign trade with Rome that was 
shared equally by the north and the south. The chief items 
20. Indian Shipping, Bombay, Vol.41, No.12, 1989, pp.7-8. 
21. Jog, N.G: Saga of Scindia. The Scindia Steem Naviation 
Co. Ltd., Scindia House, Ballard Ealate, Bombay, 1969, 
p.3. 
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of Indian export were the renowned art industrial fabrics. 
India had a good market for her super fluous manufactured 
luxuries goods in Rome and thereby suckout her wealth and 
drain her gold. India had commanded for more than a 
thousand years the markets of the East as well as West, 
and secured to her an easy and universally recognised pre-
eminence among the nations of the world in export and 
manufactures. 
Besides the Roman trade and the trade with the West 
generally, there was developed along with it a trade with Ee 
The West alone could not absorb the entire maritime 
activity of India, which found another vent in a regular 
traffic in the Eastern waters between Bengal and ceylon, 
Kalinga and Subarnbhumi and a complete navigation in fact, 
of the Bay of Bengal and the Indian ocean. This Eastern 
maritime enterprise reached its climax in the age of Gupta 
to promote international trade and colonising activity and 
laid the foundation of greater India."^ -^  
India was a great trading centre and maintained trade 
relations with Phoenicians, Jews, Assyrians, Greeks and 
22. Mookerji, Radhakumud: Indian Shipping 1912 op. cit, 
pp.178-179. 
23. Ibid., p.182. 
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Egyptians in ancient times. In later times India traded 
with turks, Venetians, Portuguese, French,Dutch and 
English. India provided Europe with wool, furs and precious 
stones in addition to spices and pepper in which she had 
monopoly. In return she imported lead, tin, glass and 
amber. India enjoyed a favourable balance of trade, which 
could be settled in those days only by physical transfer of 
gold. In the days of King Solomon, about 1015 B.C., India 
alone could supply ivory, peacoks and spices. The 
existence of Indian colonies in Malaya, Indonesia, 
Combodia and Champa for over 1400 years ago bear testimony 
to the intercourse between India and her neighbours from 
time immemorials. Indian ships Quilon, which was an ancient 
port in the south of India, made regular journeys to South 
China Coast, India produced only pepper and cardamon while 
clove, nutmegs and other spices come from Indonesia and 
passed on to Europe through Indian ports and Indian 
merchants along the Red Sea route. The rulers of the 
penisulars and like the cholas and Zamorins of Calicut 
maintained powerful navies for protection of the coast and 
for putting down piracy. The Zamorin of Calicut was known 
as the lord of mountains and the sea.^^ 
24. Ram, M.S.: Shipping 1969, op. cit, p.3. 
25. Trivedi, H.M.: Jndian Shipping in Perspective, 1980 op. 
cit., p. 36 . 
The Chinese also had maritime traditions from 
earliest known period of history. Some of the trade between 
China and Europe passed through India. They were the first 
to discover silk, and Chines Silk was imported into Europe 
through Indian ports from 3000 B.C. Besides the Indian 
Ocean the other great scene of maritime activity in the 
ancient world was Mediterranean. The small island of crete 
situated on the Mediterranean developed as a maritime power 
from 3500 B.C. and traded with Egypt, Greece and Syria. The 
Greeks who learnt the art of navigation from the 
Phoenicians succeeded to the hertage of carthage and 
Phoenicia. Greek civilisation depended on trade. It 
produced only luxurious articles and required to import 
food. The first Greek city to attain the position of 
maritime pre-eminence was Maletus located in the coast of 
Asia Minor. Other Hellenic cities like Athens, corinth, 
Antioch, Alexandria and Syracuse soon developed into 
maritime cities and were centres of sea transportations. 
Shipping transport played a distinctive role in the 
discovery of many countries and continents. The discovery 
of 15th century which brought Europe into direct contact 
with the old world and opened its eyes to the existence of 
26. Ram, M.S.: Shipping 1969, op. cit, pp.5-6. 
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the new world were the result of the effort of our great 
Magellan and Don Henry. ^"^  Before this Europe had no direct 
trade with India. There was universal demand of Spices, 
particularly in Europe and India was only country to export 
through Persia or Egypt in the absence of a direct trade 
route from India to Europe. Egyptians made a profit of 3 00 
percent before the spices reached Europe and the European 
nations became aware of the gold mine of profits when they 
established a direct trade route to India.''° In fact, all 
the energy, enthusiasm and efforts were made because Europe 
was dominated by one desire to discover a direct sea route 
to India which was the land of spices and gold. The 
discovery of a direct route to India shifted the centre of 
gravity from Europe to Asia and established for the first 
time India's direct contact with the Western World by ocean 
route. •'^  The 17th century saw the Dutch rise of supremacy 
as a sea power and was a golden age of Dutch Shipping 
industry. Having rounded the cape of good hope the Dutch 
succeeded in expelling the Portuguese from Malaya and 
27. Kirkaldy, Adam W: The History and Economics of 
Transport, Sir Isaac Pitman & Sons Ltd. Parker Street 
Kingsway, London, 1927, p.289. 
28. Ram, M.S.: Shipping, 1969 op.cit, p.12. 
29. Jjbid., pp.13-14. 
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Ceylon. They supplanted the Portuguese in the spice trade 
of the East, They also cross the Atlantic and established 
colonies in carribean and North and South America. In the 
carrying trade of Europe from Baltic to Lievant, Dutch 
Ships participated. Dutch ships of the period combined 
maximum cargo carrying capacity with low freight costs.-^^ 
Shipping transport plays a strategic role in the 
country's economy and foreign trade is an accepted fact.-^ ^ 
All the developed maritime countries have long recognised 
the needs of this vital shipping transport and support it 
in its endeavours to maintain its competitive and strategic 
advancement in enhancing our national and international 
trade. In our country with its coast line of over 6000 KM. 
the national fleet performs the strategic role of 
maintaining lifelines of trade in vital commodities, such 
as petroleum, coal and other bulk cargoes. India continues 
to import a large proportion of its crude oil and petroleum 
product requirements. Fuel economy in transportation is 
therefore an important factor in our national economy. It 
is well estcUalished that transportation of goods by sea is 
30. Ibid., p.16. 
31. Indian Shipping, Bombay, Vol.46, No.6, 1994, p.5. 
by far the most cost effective.-^^ It is one of the Cheapest 
means of transports because of the natural gift of sea. 
There is no permanent way, track, to construct for the 
ocean going vessels, no gangs of men are required to keep 
it in repair. Permanent way has proved one of the most 
expensive things to acquire, construct and maintain for the 
Railway companies and Road Transport. The shipping 
companies have no capital locked up in works of this kind. 
Another advantage is the large bulk of Cargo that can be 
moved in a single unit, larger than is practicable with any 
other form of transport.-^ 
The other advantage which contributes to bring about 
the cheapness of water transport as compared with other 
means of transport is the smaller cost, load for load of 
boats than others. The weight of railway Wagon is Stated to 
range between half and three quarters of the weight of the 
load it can carry, while a boat can carry a weight of good 
five or six times more than its own weight. This means, of 
course, that a railway engine has to haul a very much 
greater proportion of non paying load than that hauled on 
32. Indian Shipping, Bombay, Vol.46, Nos.2-3, 1994, p.7. 
33. Kirkarldy, Adeun W: The History and Economics of 
Transport, 1927. op.cit, p.258. 
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the ships, and correspondingly the proportion of wear and 
tear due to non-paying and paying load is so much the 
greater in connection with the railways. For the same 
reasons the cost of construction in relation to carrying 
capacity is greatly in favour of the shipping. The next 
advantage urged is that the cost of motive power of 
shipping transport is lesser than other means of transport 
for the same load. The power required to move a given load 
on land or air will move five times that load on water. Due 
to all these advantages of shipping transport over all 
means of transport, it is admitted without dispute that 
water transport is cheaper than others. 
Even the most advanced countries in Europe and far 
East utilise coastal shipping for movement of various types 
of commodities including sophisticated cargoes like 
speciality chemicals and liquid gases. This aspect of 
transportation is sadly neglected in our economy.^^ The 
following lable shows the share of Indian Shipping in 
imports, exports and total overseas trade during the period 
1960-61 to 1991-92. ' 
34. Ibid., pp.261-262. 
35. Indian Shipping, Bombay, Vol.46, Nos.2-3, p.8 
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TABLE 
S h a r e of I n d i a n S h i p p i n g i n I m p o r t s , E x p o r t s and 
O v e r s e a s Trade D u r i n g t h e P e r i o d 1960 -61 t o 1991-92 
T o t a l 
(000 t o n n e s ) 
Year 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970-
1971 
1972-
1973-
1974-
1975-
1976-
1977-
1978-
1979-
1980-
1981-
1982-
1983-
1984-
1985-
1986-
1987-
1988-
1969-
1990-
1991-
-61 
-62 
-63 
-64 
-65 
-66 
-67 
-68 
-69 
-70 
-71 
-72 
-73 
-74 
-75 
-76 
-77 
-78 
-79 
•80 
•81 
•82 
83 
84 
•85 
86 
87 
88 
89 
90 
91 
92 
Total 
quan-
tity 
of 
Imports 
carried 
by 
Indian 
•vTOjicr'L'5. tla.<5 
1 7 8 6 1 
16529 
18994 
19756 
22526 
23700 
25191 
26331 
26672 
21655 
22452 
25933 
2576'7 
30028 
32012 
30113 
28897 
26317 
32005 
36491 
41995 
42075 
43145 
41772 
4372C 
46826 
45522 
50250 
56470 
57750 
57313 
57785 
Vessels 
1304 
1577 
1554 
1814 
2476 
3489 
3244 
3850 
4676 
4934 
4600 
4360 
4740 
7919 
11332 
15357 
18754 
14441 
16697 
16428 
19039 
17568 
23957 
23037 
21304 
22664 
24754 
28710 
27330 
28640 
28984 
29475 
Per-
cent 
age 
7.30 
9.54 
8.18 
9.18 
10.99 
14.72 
12.88 
14.62 
17.53 
22.78 
20.49 
16.81 
18.40 
26.37 
35.40 
51.00 
64.90 
54.87 
52.17 
45.02 
45.34 
41.75 
55.53 
55.15 
48.73 
48.40 
54.38 
57.13 
48.40 
49.59 
50.57 
51.01 
Total 
- quan 
tity 
of 
eK^art. 
6633 
6688 
14617 
13986 
15064 
19339 
20857 
23273 
25198 
26869 
30089 
28532 
30034 
32477 
30918 
31839 
35394 
31890 
30918 
34718 
32933 
35006 
31666 
33021 
37062 
39589 
41609 
39680 
45480 
49010 
46129 
46170 
Exports 
carried 
by 
Indian 
s. tLa.q 
Vessels 
906 
1027 
1276 
1678 
1729 
2089 
2859 
3889 
4894 
5549 
5795 
4635 
5819 
6085 
6209 
6399 
7667 
7786 
6127 
6146 
5167 
6343 
6502 
7129 
7718 
7491 
8203 
7910 
7550 
9570 
11335 
10774 
Per-
cent-
age 
13 
15 
8 
12 
11 
10 
13 
16 
19 
20 
19 
16 
19 
18 
20 
20 
21, 
26, 
19. 
17. 
15. 
18. 
20. 
21. 
20. 
18. 
19. 
19. 
16. 
19. 
24. 
23. 
.66 
.36 
.73 
.00 
.48 
.80 
.71 
.71 
.42 
.65 
.26 
.24 
.37 
.74 
.08 
.10 
.66 
.42 
.82 
.70 
,69 
12 
,53 
59 
82 
92 
71 
93 
60 
53 
57 
34 
Total 
quan-
tity 
of 
Exports 
and 
imports 
carried 
impQrt-_a by 
and 
export 
24494 
23217 
33611 
33742 
37590 
43039 
46048 
49604 
51870 
48524 
52541 
54465 
55801 
62505 
62930 
61952 
64291 
58207 
62923 
71209 
74928 
77081 
74811 
74793 
80782 
86415 
87131 
89930 
101950 
106760 
103442 
103955 
Indian 
s flag 
vessels 
2210 
2604 
2830 
3492 
4205 
5578 
6103 
7739 
9570 
10843 
10395 
8995 
10559 
14004 
17541 
21756 
26421 
22227 
22824 
22574 
24206 
23911 
30459 
30166 
29022 
30155 
32957 
36620 
34480 
38210 
40319 
40249 
Per-
cent-
age 
9 
11 
8 
10 
11 
12 
13 
15 
18 
21 
19 
16 
18 
22 
27 
35 
41, 
38. 
36. 
31. 
32. 
31. 
40. 
40. 
35. 
34. 
37. 
40. 
34. 
35. 
38. 
38. 
.02 
.22 
.42 
.35 
.19 
.96 
.25 
.60 
.45 
.60 
.78 
.52 
.92 
.48 
.87 
.12 
.10 
.17 
.27 
.70 
,31 
,02 
,71 
33 
93 
90 
82 
72 
21 
79 
98 
72 
Source: Indian Shipping Indus t ry Re t rospec t & 
1993, o p . c i t , p .122 . 
P rospec t , 
This table shows very meagre position of Indian 
Shipping yet now it shares only 38.72% of our total 
overseas trade. 
Maritime economics, in developed and developing 
countries have over the years established powerful and 
effective national policy to protect the interest of their 
shipping industry. The more powerful of these exist in 
countries that profess the doctrine of free trade economics 
but at the same time zealously guard, and even subsidise 
the interest of their national shipping industry. In our 
enthusiasm for economic reform we should not lose 
perspective of these ground realities but must rather 
strive to develop national awareness of the strategic 
relevance of vibrate and healthy shipping industry and its 
indispensable role in a mature national economy.-^^ 
Shipping Transport also plays a pivotal role in the 
field of production. As we know, Industrial Revolution 
brought a fundamental change in production. Unit production 
was converted into large scale production and large scale 
36. Indian Shipping, Bombay, Vol.46, Nos. 2-3, 1994, p. 9 
l l 
production required huge raw materials and labours. These 
materials and labours were brought to England from 
different Britisher's Colonies which was established in 
different countries through the shipping transport. At that 
time only shipping transport was developed at its zenith. 
India was the main colony for importing raw materials and 
labours and exporting finished goods to the Indian markets 
and other foreign markets. The demand of shipping was 
increased to transport slave labour from different English 
•37 
colonies to England. 
Historically, shipping transport has played an 
important role in developing the national and geographical 
division of labour, and in the development of the areas of 
the world producing raw materials and those in which goods 
are manufactured and distributed.-^® The existing modern 
industrial nations which require to be supplied huge raw 
materials largely depend on the operation of tramps. Some 
industrial nations like Great Britain depend on tramps for 
37. Ram, M.S.: Shipping, 1969, op.cit, p.16. 
38. Wilson, G. Lloyd: Transportation and Communication 
Appleton Century Crofts, U.S.A., 1954, p.249. 
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their food supply also. Apart from carrying cargo between 
the various ports of the world, small size coastal tramps 
run in inter coastal services within a country because 
water transportation being cheaper than rail 
transportation. Most of the world tramps fleet is engaged 
in carrying the following commodities in bulk grain, wheat, 
rice, corn, coal, ore mainly iron ore, fertilizers, timber 
sugar, heavy metals etc. The main movement of these 
commodities has been to and from United states, continent 
of Europe or Japan. It has been estimated that 85 percent 
of these bulk commodities are transported by Charter tramps 
and remaining by the liners. Special tramps have been built 
to move some of these bulk commodities like coal and iron 
ore. Both perform a very useful and economical service to 
transport commodities from one country to other.-^^ 
But when we put a glance on the performance of Indian 
bulk carriers, cut a sorry figure to see a little share of 
Indian flag vessels in bulk commodities. The following 
table shows the clear picture of Indian bulk carriers to 
export Sc import bulk commodities. 
39. Ram, M.S.: Shipping, 1969 op.cit, pp.32-35. 
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TABLE - 2 
Quantity Carried and Percentage Share of Indian Flag 
Vessels in Major Commodities During 1989-90, 1990-91 and 
1991-92 
Export & Import (000 tonnes) 
S. Commodity Quantity carried Percentage shar 
No. group 
1989-90 1990-91 1991-92 1989-90 1990-91 1991-
1. PCL (Crude) 18789 18742 19204 96.80 87.47 81.56 
2. PCL 4597 4614 4799 41.80 35.79 31.27 
(Product) 
3. Edible oils 67 154 6 13.30 20.32 1.91 
4. Other liquid 247 319 648 8.60 10.57 14.84 
5. Iron ore 7187 6695 5621 21.70 21.20 18.66 
6. Other ore 315 358 475 17.50 18.42 22.45 
7. Fertilisers 1293 1518 1577 49.10 65.77 56.07 
8. Pert, raw 1436 1982 1741 42.60 56.29 55.71 
materials 
9. Foodgrains 31 121 340 2.90 11.68 27.89 
10. Coal 2623 3420 3448 51.00 55.88 52.79 
11. Iron & steel 186 239 349 5.30 6.37 15.46 
12. Sugar - - 33 - - 7.91 
13. Cement 33 - 2 29.20 - 1.82 
14. Salt - 37 19 8.25 8.25 5.57 
15. Newsprint 11 25 28 30.60 58.14 40.0 
16. Containers 661 537 364 10.40 7.79 6.1 
17. Other cargo 1535 1558 1595 19.00 20.19 27.2 
ALL CARGO 39011 40319 40249 39.10 38.99 38.7 
Source: Indian Shipping Indsutry Retrospect & Prospect, 
1993, op.cit., p.123. 
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This table clearly depicts that there is only 
petroleum crude, at present 81.56% of total export and 
import is carried by the country's own fleet. This figure 
is also in decreasing order. In 1989-90, the Indian vessels 
carried 96.80% of total petroleum export and import but in 
1990-91 it came to 87.47% and in 1991-92 it again came dovm 
to 81.56%. To see this decreasing order, the Government of 
India evolved a policy whereby the share of the Indian flag 
in handling this commodity could be brought to 100 
percent.^^ 
The shipping transport plays a strategic role in the 
price formulation of the commodity. The price which is paid 
for a commodity must in the long run cover all the costs 
involved in production. One of these costs is that of 
transporting the commodity once or several times before it 
reaches to the consumes. There is correlation between the 
price of commodity and the cost of transportation. If the 
cost of transportation is high, the cost of production as 
well as the price of commodity will be high. It follows 
40. Rao, S.L.: Indian Shipping Industry , Retrospect and 
Prospect, 1993, op.cit, p.37. 
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that the reduction of transportation costs in any given 
case will reduce the total cost of the contmodity and result 
m lower prices to the consumer. "^  
Today there is price war in the World markets due to 
the implementation of GATT and every country is making its 
strenuous attempt to reduce the cost of production for 
lowering down the price of commodity to survive in the 
world market. In this race the shipping transport is 
playing an important role to provide the cheapest means of 
transport to bring the raw material from distant countries 
to own country and send manufactured goods to the different 
markets of the different countries.*^ 
Probably no better illustration of the economic 
significance of shipping transport can be found than in the 
role it played in the location of market centres. It is no 
accident that many of the world's great commercial centres 
developed at or near points where navigable rivers entered 
the ocean or at the confluence of two rivers or other 
41. Fair, Marvin L; Economics of Tremsport 1950, op.cit, 
p. 14. 
42. Indian Shipping, Bombay, Vol.45, Nos.11-12, 1994, p.5. 
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bodies of waters. London, Rotterdam, Humburg, 
Constantinople, cairo and Shanghai are a few of such old 
world points which are giant commercial centres of world 
and situated on the different banks of river or sea. In the 
United States this same relationship between shipping 
transport and the development of great commercial centres 
is evident. New York city established where the Hudson 
River enters the ocean and latter to be connected with the 
Great Lakes by way of the Eric Canal, became the nation's 
foremost commercial centre. St. Louis located on the West 
bank of the Mississippi, north of the mouth of the Ohio and 
just below the mouths of the Missouri and the Illinois, 
became very early an outfitting and trading point and from 
these beginnings the city developed into one of the great 
commercial centres of the interior. Chicago, originally a 
frontier outpost at the head of navigation on Lake 
Michigan, became a focal point for the eastern seaboard. 
Hence Chicago became the greatest centre on earth and one 
of the world's greatest commercial and industrial areas.^ -^  
43. Westmeyer, Rusell E; Economics of Transportation, 
Prentice Hall, INC, Englewood Cliffs, U.S.A., 1952, 
pp.8-9. 
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Transportation breaks all the barriers of movement 
particularly shipping transport to make the way on the 
horrible sea and oceans which were speeding two third on 
the earth. This shipping transport not only links the trade 
relations among the nations of the world but also raises 
the standard of living of the world to provide all 
essential and luxurious commodities to each and every 
nation of the world. As we know that all countries are not 
equally well equipped to produce all types of products or 
services. The plan fact is that the world is very diverse 
place in many respects. Some countries are inherently 
richer on the basis of what they have to work with than are 
others, in addition, the various countries tend to be 
relatively rich and poor in different things. Because of 
the foregoing environmental differences between countries, 
the costs involved in producing various types of products 
or services differ widely from country to country. It is 
precisely because tjhere are differences in costs of 
production between the various countries that trade occurs 
between them. The crucial point is that some goods and 
services may be obtained more cheaply through the indirect 
29 
means of trade than through the direct means of production 
at home. The practice of trade, since it in essence allows 
the various countries to pool their strong and weak points, 
makes it possible for each country to devote more of its 
effort to the type of output in which its costs are 
relatively low and to avoid having devote as much of its 
effort to the type of output in which its costs are 
relatively high. The end result is to give the world's 
population a given array of goods and services at lower 
total cost than otherwise possible. 
The consumer uses different variety of goods, 
produced in different parts of the world. Transportation 
makes available these cheaper goods with better quality to 
the every consumer through its proitpt and safe services. 
Due to the efficient and sufficient means of transport the 
world market has became a local market. This, very briefly, 
is how shipping transport may serve to raise the standard 
of living of the people.^^ 
44. Krause, Halter: The International Economy, Houghton, 
Mifflin Company, The University Press, Cambridge, 
1954, p.4. 
45. Sriwastava, S.K.: The Economics of Transport, S. Chand 
& Co. Pvt. Ltd. Ram Nagar, New Delhi, 1987, p. 10. 
30 
The effect of improve shipping transport in 
particular have been the subject of panegyric. Before this 
improved transport the lives of our predecessors were poor, 
nasty, brutish, short, that we are grateful superiority.*^ 
Shipping today is not only a commercial asset but a 
powerful means of combat and defence of the country,*^ The 
strategic considerations also make the possession of a 
merchant marine important for all the nations for the 
transport of troops and arms and supplementing their 
regular navy at the time of war. In the first two Wars of 
this centuries shipping played an important role in 
the ultimate victory of the Allies. A burning example is 
the Liberty ships of United States of America which played 
a vital role during the World War II to transport troops 
and arms through the Atlantic.'* Romance were the first 
European power to maintain a permanent fleet to look after 
and police the security of their large empire. The ancient 
Indian rulers had fleet to stamp out piracy in their coasts 
46. Bonavia, M.R: The Economic of Transport, 1947, op.cit, 
p.10. 
47. Jain, J.K.: Transport Economics, Chaitanya Publishing 
House, Allahcibad, 1990, p.360. 
48. Ram, M.S.: Shipping, 1969, op.cit, p.240. 
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but not in the high seas. With their large fleet and 
imperial power, the Roman succeeded in stamping out piracy 
from the seas and this world rank along with other great 
contribution of Roman Civilisation. ^  
The coasted shipping has a definite importance in the 
entire transport system is obvious. It is strategically 
important enough to assist in the defence of the country 
both from internal and the external threat. It could be of 
an immense help-perhaps the only option in maintaining the 
supply lines during a national emergency and disaster like 
flood, tornadoes and strikes. It compare favourably in 
terms of over all cost to the national economy particularly 
in the context of security from the external rebellions.^° 
The Merchant Navy of a country is a second line of 
defence. The history of the last four centuries is replete 
with illustrations of the Merchant Navy as a second line of 
defence. Three centuries prior to the middle of the 19th 
century, it was sea power not only of armed Navy but 
49. Ibid., p p . 8 - 9 . 
50. Indian Shipping, Bombay, Vo l .38 , No.3, 1986, p . 2 2 . 
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Merchant Ships which constituted spearhead for political 
domination and emerging industrial powers of the West 
established in far flung areas of the world. "Britania 
rules the waves" epitomised not only the Naval power of 
Great Britain but also the power of its Merchant Marine. It 
is said with great justification that the First World War 
was essentially won by the Merchant Navy of the Allied 
powers. The first Merchant Shipping Act of the U.S.A. 
enacted in 1916 in its preamble specifically recognises the 
importance of the Merchant Navy for the foreign sea borne, 
commerce of the United States in times of peace and War.^ 
In the second World War, Great Britain suffered heavy 
losses in North Atlantic within the first few months of the 
war from the operations of German U. Boats. There can be no 
more suitable illustration of the role of the Merchant Navy 
as a second line of defence than the massive effort by the 
U.S.A. in constructing the Liberty Ship. As the war 
progressed, it was said that a ship was launched every 
day. The Ship was appropriately named Liberty as the 
history of the war showed that freedom was preserved by the 
51. Trivedi, H.M.: Indism Shipping in Perspective, 1980, 
op.cit., pp.18-19. 
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part played by Liberty in moving men and amunitions. Coming 
nearer in recent history, the role of Indian Merchant 
Marine in the recent War with Pakistan, however small, 
compared to the brilliant exploits of the Navy was 
significant. It is recognised that sea power in its total 
concept embraces not only the control of the surface of the 
Sea but sea power is composed of all those elements which 
enable a nation to use the ocean advantageously both in 
peace and war. 
The geo-political framework of the world is fast 
changing and new and unexpected political alliances are 
emerging. It is no longer possible to anticipate who, when 
hostilities break out, will be the friend or foe. The 
maintenance of security and stability may require for 
movement of materials on long and tenuous lines of 
communication across the sea. While a distant land may be a 
friend and a neighbour may be an enemy. In this changed 
framework, the role of the Navy is essential and gets 
enhanced.^^ 
52. Ibid., pp.20-21. 
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Shipping transport developed and became more popular 
internationally after Industrial Revolution and now World's 
75% trade takes place through shipping.^^ The Indian 
Shipping industry has also been of fundamental importance 
to the growth of Indian economy. Even during the 
recessionary periods, the shipping industry has been a net 
earner/saver of much needed foreign exchange.^ It is an 
acknowledged fact that shipping earns/saves substantial 
foreign exchange for the country, even with its meagre 
share of participation in the shipment of country's trade. 
The earnings/savings of foreign exchange by Indian ships 
are estimated to have been over Rs.1,000 crores during 
1990-91. It is to be noted that even during the period of 
recession in shipping, the net foreign exchange 
earnings/savings of Shipping have been positive. The 
following table depicts the clear picture of foreign 
exchange earnings/savings by the Indian Shipping. 
53. Jain, J.K.: Economics of Transport, 1990, op.cit. 
p.360. 
54. Indian Shipping, Bombay, Vol.46, Nos.2-3, 1994, p. 15. 
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TABLE • 3 
FOREIGN EXCHANGE EARNINGS/SAVINGS OF INDIAN SHIPPING 
COMPANIES 1984-85 TO 1991-92. 
(Rs. in crores) 
Years Foreign Exchange Foreign Exchange Surplus Earnings/ 
Earnings/Savings Expenses Savings 
1984-85 971.80 747.56 224.24 
1985-86 1231.36 963.43 267.93 
1986-87 1261.59 896.41 365.18 
1987-88 1217.40 739.45 477.95 
1988-89 1334.56 662.41 672.15 
1989-90 1986.72 827.60 1159.12 
1990-91 2186.44 1015.67 1170.77 
1991-92 2483.40 1070.83 1412.57 
(Note: Earnings/savings include earnings from coastal and 
offshore sectors and Rs. earnings in overseas trade) 
(Source: Indian Shipping, Bombay, Vol.44, Nos.4-5, 1992, 
p.11). 
This table shows that there is considerable scope to 
increase these earnings and save the vast out go by way of 
freight being paid out and that would became payable to a 
much greater extent to foreign ships if Indian share is not 
increased. On the basis of estimated value of India's sea 
borne exports and imports for 1990-91 taking 10% of it as 
average freight cost, freight out go to foreign ships 
amounted to sum Rs.3,500 crores,^^ This would go on 
55. Indian Shipping, Bombay, Vol.43, No.5, 1991, p.9. 
36 
increasing and with depreciation in value of rupee 
announced recently to save this huge continuing drain of 
foreign exchange. It is necessary to increase Indian 
tonnage strength and the participation of Indian ships. It 
must be remembered here that investment in shipping is one 
of the most liquid means of utilising foreign exchange and 
as conclusively proved that ship acquisitions typically 
have a quick pay-back period of 4 to 6 years. The multiple 
of foreign exchange pay back ranges from 1.9 to 4.5. Since 
thus it is obvious that ships represent most reproductive 
utilisation of foreign exchange resources and from liquid 
floating foreign exchange assets, it would be in the 
interest of strengthening the country is foreign exchange 
earning potential as well as in the interest of development 
of the countries economy and trade that Government should 
make available necessary amount of foreign exchange 
resources for acquisition of ships in line with the 
requirements projected for the 8th Plan. Shipping should 
also be recognised as an export industry and requisite 
support measures adopted to encourage its speedy growth and 
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Shipping has been symbolic of our struggle for 
economic freedom for pre-independence days. It is not only 
an iti^ ortant aid to trade and commerce of the country but 
also very iitqportant earner and saver of foreign exchange 
for the country. It continued to enjoy special importance 
even in post independence era and the government recognised 
this by instituting a separate ministry exclusively to look 
after the interest of Indian Shipping. This helped growth 
of Indian Shipping considerably and the country's maritime 
industry made its mark in the international waters.^^ 
Main object of the development of Indieui Shipping is 
to save foreign exchcuige for the country by carrying its 
own cargo and to earn foreign exchange for the country by 
carrying other countries' cargo. The economic justification 
for investing in ships, has been analysed by confuting the 
Internal Rate of Return on foreign exchange earning to the 
econony as a whole,' by such investment. This would have 
56. Indian Shipping, Bombay, Vol.43, No.5, 1991, pp.9-10. 
57. Indian Shipping, Bombay, Vol.44, Nos.4-5, 1993, p.7 
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given on indication not only of the foreign exchange 
implication of Indian Ships plying in overseas trade as a 
whole but would also have enabled a detail analysis of the 
foreign implications of Indian Ships plying on individual 
routes as well as for different types of ships and trades. 
To 3cnow the true picture of the net foreign exchange earned 
by Indian Shipping, it is necessary to deduct from this the 
foreign exchange which the country would have earned from 
foreign ships, had the Indian cargo been carried by them 
instead by Indian ships. This has been estimated by first 
estimating the freight earnings of foreign ships from the 
Indian share of cargo by multiplying the cargo carried by 
Indian ships under different types of cargo from the 
average freight rates of foreign vessels for carrying such 
CO 
cargo.-'"' To earn a handful foreign exchange, an strenuous 
attempt should be made to develop the Indian Shipping. The 
world fleet is increasing rapidly to see the economic 
globalisation to earn handful foreign exchange. The 
following table shows the estimated world fleet in million 
dead weight tonnage. 
58. Rao, S.L.J Indian Shipping Industry Retrospect and 
Prospect, 1993, op.cit, p.67. 
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TABLE - 4 
ESTIMATED WORLD FLEET 1994 - 1997 
(Million Wt) 
1st OIL COMBINED BULK OTHERS TOTAL 
JAN. TANKERS CARRIERS CARRIERS 
1994 265.4 28.8 
1995 258.0 25.0 
1996 258.0 22.0 
1997 261.0 20.0 
220.8 
225.0 
229.0 
230.0 
146.9 
151.0 
156.0 
160.0 
661.9 
659.0 
665.0 
671.0 
NOTE For each year the estimates are prepared by starting 
with the fleet at the beginning of the year, minus 
estimated demolition and losses, plus anticipated 
deliveries from the actual order book and possible new 
orders (not recorded) with anticipated delivery with in the 
respective years. 
(Source: Indian Shipping, Bombay, vol.46. No.5, 1994, 
p.33). 
Moreover, the development of shipping fleet can bring 
numerous benefits to a country such as, contributing to 
promotion of exports and imports of the country and to 
develop economic relations, saving foreign exchange for 
40 
country by carrying its own cargo, being a major earner of 
foreign for the country by carrying other cargo as well, 
act as second line of defence to protect country's maritime 
interest and preserve the channels of communication, flying 
the flag around the world in peace time and serving a 
reserve fleets in times of war and providing certain 
countervailing power vis-a-vis the monopolistic liner 
conferences and there by act as a major force in bring down 
the freight rate for the country's exports and imports. ^  
The development of Indian Shipping fleet has 
contributed to the fulfilment of the above mentioned 
objectives but in varying degrees. As regards its role of 
protecting Indias maritime interest and strategic interest 
emphasis had been given in past to built up adequate 
national tonnage capable of holding essential supplies for 
the national economy. Indian depends to a large extent on 
import of crude oil and petroleum products and the Indian 
Shipping had played a major role in transporting this 
strategic commodity especially during the difficult times. 
When the Iran-Iraq war broke out in 1980, India was heavily 
59. Indian Shipping, Bombay, Vol.46, No.5, 1994, pp.21-22. 
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dependent on the import of crude oil from West Asia Gulf. 
But no any country was ready to send its tankers to the war 
affected ports of the Gulf, the tankers of Indian Shipping 
ventured to berth at these ports for loading operations. At 
the time of the commencement of the war, India had a stock 
of only 21 days crude and cdDout one million tonnes of crude 
was transported within three weeks. Throughout the Iran-
Iraq conflict, Indian Shipping continued to load their 
vessels from the ports of Gulf and thus maintaining a 
continuous supply of crude oil. In this juncture if the 
Indian Shipping did not play a distinctive role to maintain 
the running wheels of all vehicles, the whole Indian 
economy system was paralysed.°^ 
Shipping transport plays a very important and 
strategic role in maintaining the international relations 
among the countries themselves. In this case Indian 
Shipping has played a major role in Sri Lanka and Maldeep 
to send her troops' to restore the power of Maldeep 
Government and to maintain law and order situation in Sri 
Lanka. A number of passenger vessels were used for carriage 
60. Rao, S.L.: Indian Shipping Industry Retrospect & 
Prospect, 1993, op.cit, p.80. 
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of troops to Sri Lanka during the Indian Peace keeping 
Force operations. Apart from the passengers vessels, some 
cargo vessels were also taken on charter by the Indian Navy 
for these operations. The passenger vessels also helped in 
transporting Sri Lankan refuges from India to Sri Lanka.^^ 
Again during the recent Iraq-Kuwait crisis, the 
tankers of the Indian Shipping paid a major role in 
maintaining a continuous and timely supply of crude oil to 
the Indian refineries despite the risk involved. Indian 
Shipping has also played a crucial role in evacuation of 
Indian citizens from Kuwait and Iraq during the Iraq-Kuwait 
crisis. Two passenger vessels were utilised for this 
purpose and they carried a total 7736 passengers from 
Kuwait and Iraq. A cargo vessel was used for transporting 
certain essential relief cargoes for Indian nationals 
stranded in Kuwait and Iraq. In this case the participation 
of Indian Shipping and role played by it to protect the 
international relations, nation and the life of nationals 
can in no way be overlooked.^^ 
61. Ibid., p.82. 
62. Jbid., p.81. 
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The year 1991 came with a great comprehensive package 
of privatisation, liberalisation and globalisation. More 
and more nations of the world accepted the privatisation as 
an antidote to their economic ills. To see this world's 
economic scenario, Dr. Manmohan Singh, Finance Minister of 
India, brought a new economic policy of stabilisation and 
structural reforms by way of divestiture of public sector 
assets opening up large areas for private sectors 
investment and strenthening commercial orientation.^-^ Now 
that the Indian economy has been reformed to a large extent 
and the countiry is no longer a closed economy. The main 
tirust of the reforms is to give market orientation to the 
economy, promote conpetition and facilitate its integration 
in the global economic main stream.°* 
A significant level of private sector involvement has 
always been an integral part of Indian economic policy. 
Wedded to the establishment of a mixed economy, the 
Industrial Policy Resolution of 1956. Charted out the scope 
63. NALINAKSHAN K: Privatisation and its challenges, Indian 
Shipping, Bombay, Vol.45, Nos.11-12, 1993, p. 17. 
64. DATTATREYULU, M: Establishing Free Port in India, 
Indian Shipping, Bombay, Vol.46, No.l, 1994, p. 16. 
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and the contribution of the private sector to the economic 
growth of the country. The new industrial policy of India 
has provided sufficient scope for opening up the economy 
and allowed private participation in major public sector. 
Undertaking with reasonably attractive packages has further 
brightened the chances of foreign investment in the 
country. Liberalised import/export policy adopted by the 
nation provided impetus for equity participation by the 
foreign investors. The opening of the economy resulting in 
increased foreign participation in the Indian market and 
industry is likely to bring a sea change in our 
export/import scenario embracing sea borne traffic. Thus 
globalisation of shipping industry will create 
competitiveness in the country. Shipping industry, being 
global in nature, is one of the first few to enjoy the 
fruits of privatisation. This will sweep many segments 
Shipping, Shipowning and Ship-operation, agency port 
handling etc.°^ The ittpact of such move leads better 
productivity in ship building and greater competition 
especially among yards from the developing countries, 
65. Khaaeja, S.R.: Globalisation of Shipping Industry, The 
Finaancial Express, New Delhi, dated 2nd April 1992, 
p.6. 
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foreign investment in Shipping activities particularly by 
the developed world, liberalisation of state control in the 
form of delicencing desbanding state agency and permission 
to set up private agencies, diluting government investment 
in state run shipping companies by offering a share to the 
public, are some of the positive consequences. ° 
Shipping as we know, is a fiercely competitive 
international business. It is also called a tradable 
commodity and there is need to unitedly embark on the 
national task of building up and efficiently managing a 
vibrant, profitable and internationally competitive 
national Shipping industry. The Shipping industry has been 
urging the government to take expeditious measures for 
improving the various deficiencies and facilities for 
shipping and cargo operations at Indian ports. Though 
several measures have been taken as per the planned 
programmes of the government for iitprovement of these 
facilities but ships ' continued to suffer inordinate delays 
and longer time taken for loading/unloading. These are the 
hindrance in their optimum utilisation of commercial 
66. Sequira, R.C.: Changing Facets of Bulk Shipping, The 
Economic Times, New Delhi, Thursday 4 April, 1991, p. 12 
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advantages. The delays are mainly due to inadequate 
facilities at ports to handle modern large size vessels, 
non-availability of requisite handling gear, lack of proper 
maintenance of handling gear, inadequate dredging of berth 
and channels, inadequate and outmoded storage facilities 
and low labour output. These inadequacies have a serious 
effect on the competitiveness and efficiency of Indian 
ships. ^"^  
The world's trade of main cargo sector is projected 
to increase by an average of 3.1 percent per annum and 
reaching 5.071 billion tonnes by 2003. Out of this Indian 
ports are poised to handle about 240 million tonnes of 
cargo by 1997.^^ As against an estimated capacity 
requirement at the 11 major ports is 254 million tonnes but 
the existing capacity is hardly around 170 million 
tonnes. To achieve this projected figure, there is need to 
utilise full capacity existing ports and to start many 
other new ports. It is estimated that the outlay required 
67. Nair, T.R.: Privatisation of Port Facilities, Indian 
Shipping, Bombay Vol.44, No.9, 1992, p.3. 
68. Nair, T.R.: Growth Projection of World Trade and World 
fleet Indian Shipping, Bombay, Vol.46, No.5, 1994, p.27. 
47 
for achieving the projected target, there is need to 
modernise port and provide adequate facilities at ports to 
overcome on the existing problems. But for this aibout 
Rs.30,000 crores are needed. The government is not in 
position to invest that huge amount to restructure and 
modernise the ports because the government is running under 
heavy debt traip. In this juncture the government has no 
way except privatisation of ports. The privatisation 
process was launched in a order to reduce a huge fiscal 
deficit at the time of hyperinflation to increase 
investment and to attract new technology, to improve 
management techniques, to provide a new frame-work for 
individual sectors of p\iblic utilities to increase 
productivity, to create manageable and efficient units and 
thus to improve the quality of services rendered.°^ 
Now that the infrastrucature sector has also come 
within the sweep of the liberalisation wave and the port 
sector has also to go in for large scale privatisation. 
Apart from the massive capital investment inputs, the ports 
require entrepreneurial know how and highly trained 
69. Indian Shipping, Bombay, Vol.46, No.l, 1994, p.18. 
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professionals in certain activity areas to be able to 
compete in the market place. The private entrepreneurs 
would be required to provide equipment and system 
facilities. The port land was given out on long term lease 
so that the investor feels reassured that he can recoup his 
investment within a reasoncible time. The operator will in 
turn, have to undertake full responsibility for regular 
repairs and maintenance of all facilities. Simultaneously, 
backup services for port operations would have to be 
brought under the purview of private managements various 
private entrepreneours were invited to come forward for 
developing and operating new or existing container 
terminals and dry cargo handling facilities. 
All ports have come within the sweep of the 
privatisation wave and Jawaharlal Nehru Port the first of 
them which enjoyed the fruits of privatisation. On the 
privatisation of port facilities, the private investors are 
invited for setting up of warehousing and storage 
facilities at all ports, multipurpose cargo berth at 
70. Nalinaksham, K: Give Port a Free Hand to Fuel 
Investments, The Economic Times, New Delhi, Thursday 1, 
April 1993, pp.I-II (Sup). 
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Tuticorin, Kandala, Paradeep and Visakhapatnam and setting 
up container terminals at Cochin, Mormugoa, Visakhapatnam, 
Haldia, Calcutta, Tuticorin, New Mangalore and Kandala. In 
addition there are proposals for privatising the container 
terminal at Jawaharlal Nehru Port, a dedicated container at 
Cochin, coal Jetties at Tuticorin, oil Jetty and Chemical 
terminals at Kandala, Jawaharlal Nehru Port, Bombay, New 
Mangalore Cochin and Madras. Moreover, the ports are open 
to equipment leasing, terminal leasing and even management 
leasing.^^ The port authorities have also taken step 
towards private entry into the port operation and invited 
private participation in the area of dry dock operation. 
Cochin one of the fast growing ports in the south lies in 
between Bombay and Colombo. It serves Kerala, Tamil Nadu, 
Kamataka and Andhra Pradesh. The Cochin Port authority has 
also invited private parties for setting up running of 
container transhipment terminal at Vallpadam Island to 
handle 49 millions of cargo during the Eighth Plan period. 
New Mangalore, a rising port of Karnataka has a bright 
prospects of development in future. Its importance has 
increased after installation and commissioning of Kudremukh 
Iron ore company which exports c±)Out 6.5 million tonnes of 
50 
processed iron ore to various countries. Private investors 
are also invited to set up various infrasture facilities at 
the port to handle 51 million tonnes cargo during Eighth 
Plan period. Mormugoa, though small but is an important 
port of Goa. The port has achieved significance and 
importance due to export of iron ore from the port and 
being a good tourist port with beautiful beaches. There is 
also proposal to invite private to invest in various type 
of infrasture to use full capacity of port to achieve the 
target of 48 million tonnes of cargo during the Eighth Plan 
period. Kandala port situated at the Kandala creek has been 
developed into a major port after the loss of Karachi port 
due to its geographical position. The vast hinterland of 
the port extends over Gujarat, Raj as than, Punjc±>, Kashmir 
and Western Uttar Pradesh. The privates are also invited 
for setting warehousing, oil berth to take oil tanker, a 
floating dry dock and many other facilities at the port to 
handle project cargro of 110 million tonnes during the 
Eighth Plan period. The Nhava-Sheva Port, renamed as 
Jawaharlal Nehru Port is equipped with must modern ship and 
71. Indian Shipping, Bombay, Vol.46, No.l, 1994, p.3 
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cargo handling equipment centrally controlled by the 
computers. It is the first port which enjoyed the fruits of 
privatisation. Its most important feature is sophisticated 
mechanised and computerised loading and unloading operation 
which totally eliminates manual IcdDour.^ ^ Apart from this, 
Jawaharlal Nehru Port Trust has also invited private 
investors to invest in constriction of port-side Five Star 
Hotel and a Golf Course within the port area as ancillary 
facilities for the port users. In addition to this Tata 
Iron and Steel Company which has taken on lease a dedicated 
berth at Haldia port. The government has approved leasing 
of two Netaji Subhas Dry Docks to Chokhani shipyard. The 
Chokhanis are already operating two floating dry docks at 
Madras. Privatisation of island vessel wharves, washing of 
sheds, maintenance of equipment etc., is also under 
consideration.^ 
The Maharastra State Government which is reported to 
have sanctioned 8 proposals to private parties for building 
72. Kaneja, S.R.: Globalisation of Shipping Industry -II, 
the Financial Express, New Delhi, April 3, 1992, p. 16. 
73. Indian Shipping, Bombay, Vol.46, No.l, 1994, p.4. 
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jetties at different ports in the state. There is also plan 
to offer 48 minor ports to private sector for development. 
The private operations will be allowed to use the 
facilities for captive purposes and also lease them out to 
other parties construction of Jetties is reported to have 
been completed at Revdanda hy Vikram Ispat, at Rampar Pawas 
by Finolex and at Belapur by Gujarat Ambuja. The Government 
is encouraging privatisation of ports facilities in India, 
not only to invite to Indian investors but also to invite 
foreign investors. A Thai Shipping coit^ any, Gee Pee 
Shipping has been invited to set up a project for oil 
handling at New Mangalore. 
After 7 years of tough negotiations, a con^rehensive 
agreement has been concluded on 15th December 1993 on the 
multilateral trade. The negotiations were held under the 
auspices of "General Agreement on Tariffs and Trade" (GATT) 
at the 8th Uruguay Round. The first negotiation was started 
in 1986 but final shape was given in 1993 in the form of 
GATT (General Agreement on Tariffs and Trade). The 
delegates of 117 countries approved a consensus treaty 
74. Indian Shipping, Bombay, Vol.4, 1994, p.29 
53 
aimed at opening up of international markets and spurring 
global economic growth into the 21st century. The agreement 
seeks mainly to establish consensus on market access 
tariffication and tariff reduction. Some heads like 
Shipping, financial services, telecommunications and 
insurance are not included in this GATT (General Agreement 
on Tariffs and Trade) treaty. 
According to a study of the World Bank, the accord is 
estimated to increase more than $200 billion annually into 
the slugish world economy by lowering import barriers and 
creating fairer trade standards. The negotiations provide 
one if the clearest perceptions of the emerging world 
economic order by substitution of complete free trade.^^ 
In the GATT (General Agreement on Tariffs and Trade) 
treaty, Shipping, financial services, telecommunication and 
insurance were kept out of its purview and a separate 
General Agreement on .Trade in Services (GATT) was created. 
It deals with trade barriers affecting maritime services. 
The GATS (General Agreement on Trade in Services) has 
however been approved only in concept but not yet in final 
75. Indian Shipping, Bombay, Vol.45, Nos.112, 1993, p.5. 
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form. The draft agreement reads like a statement of 
principles expressing broad generalisations intended to be 
particularised in annexes and Schedules to be drafted by 
each member. Both GATT and GATS will be administered by the 
new World Trade organisation (WTO) within which there will 
be a council for Trade in Services Consisting of 
representatives of each member and Siib-councils for various 
services sectors and disputes will be taken by Governments 
to new World Trade Organisation (WTO) and heard by panels 
established by a Dispute Settlement Body. 
Preliminary meeting of 18 countries and European 
Union was held under the banner of World Trade Organisation 
(WTO) in June 1994 to negotiate agreement of liberalisation 
of maritime services. These negotiations have achieved 
commitment in three sectors, services and access to and use 
of port facilities. But there was no out come of 
negotiation and was extended for further round of talks. 
The negotiations are required to be concluded by June 1996. 
The immediately effective portion of GATS mandates "Most 
Favoured Nation Treatment" which authorises exclusion by 
members from the scope of its obligation under GATS marine 
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transport services supplied by a vessel registered in non-
GATS country and operated or used by a company from a non-
GATS country.^^ 
CONCLUSION 
In conclusion it may be observed that shipping 
transport is one of the oldest and cheapest means of 
transports and it has been playing a significant role in a 
country's economic development since inception. In the 
ancient period the development of economy of a nation 
depended on the development of shipping transport of the 
country. Even today shipping transport plays a distinctive 
role in the development of trade and commerce of a nation, 
because two third of world trade and more than 75 percent 
of Indian export/import trade is performed by the shipping 
transport. For bulky goods like coal, iron ore, steal, 
petroleum products etc., this transport is the most 
suitable and in some case 100 percent of export/inport 
trade is performed through this. It has giant carrying 
capacity. It can carry weight five times more than its own 
weight. It also plays a pivotal role in spreading the 
76. Indian Shipping, Bombay, Vol.46, No.5, 1994, pp.28-29. 
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culture and civilisation and raises the standard of living 
of the people to provide all essential and luxurious 
coiranodities to each and every corner of the world at Cheap 
rate. 
Shipping transport is a good earner of foreign 
exchange. It is believed that development and maintenance 
of a strong and adequate shipping transport is a must for 
the country not only for conserving and earning foreign 
exchange, servicing and promotion of nation and 
international trade and smooth progress of economic 
development but also to strengthen the defence requirement 
of a nation. It is also called a second line of defence. 
In conclusion, it may be observed that the shipping 
transport is a significance sector of on economy. In the 
balanced developed & growth of this sector depends the 
capacity and capability of an economy. The export 
potentiabilities and foreign exchange earning capabilities 
of the nation. 
In the next chapter an atten^t will be made to 
examine the problem areas of The Shipping transport in 
India. The chapter will also set in objectives of the 
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study, conceptual framework and parameters of financial 
performance of the SCI. Further a critical review will also 
be made of a literature availed^ le on the subject. 
The Qiapter will also depict the research design and 
methodology to be adopted for this research project. 
CHAPTER 2 
STATEMENT OF PROBLEM AND 
(;0N(5EPTUAL FKAMEWOKK 
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CHAPTER - 2 
STATEMENT OF PROBLEM AND CONCEPTOAL FRAMEWORK 
In the preceding chapter, an attempt has been made to 
highlight the role of shipping transport in the economic 
development of a nation. The chapter has also stressed that 
the development and maintenance of a strong and adequate 
shipping transport is a must for the country not only for 
conserving and earning foreign exchange, servicing and 
promotion of national and international trade and smooth 
progress of economic development but also to strengthen the 
defence requirement of the country. It has also examined 
the contribution of shipping transport in earnings/savings 
of foreign exchange and in the raising of the standard of 
living of the inhabitants here. 
The present chapter sets the objectives of the study 
and focusses on conceptual framework. It also presents the 
hypothesis, the methodology and the review of literature 
available on the subject. 
OBJECTIVES OF TEE STUDY 
* 
The main object ives of the study are given below: 
1. To examine and evaluate the fineuicial performance of the 
SCI on ce r t a in parameters . 
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2. To study and analyse the organisational structure of the 
SCI and give certain measures for their improvements. 
3. To study the contribution of Indian shipping in general 
and the SCI in particular towards the economic 
development of India. 
4. To examine the growth of the SCI and its share in 
overseas trade. 
5. To study the crew problem in the SCI and suggest 
preventive measures. 
6. To look into the weak areas of the SCI and give remedial 
measures. 
7. To examine the financial problem of the SCI and give 
suggestions for remedy. 
8. To study allied methods pertaining to the performance of 
the SCI. 
FRAMEWORK 
Keeping in view the objectives of the study, the 
whole work has been divided into five chapters. Chapter 
first deals with the role and significance of shipping 
transport in the economic development of a country. Most of 
the overseas trade are performed by the shipping transport. 
It is a good earnings/Savings of foreign exchange. This 
transport is one of the cheapest means of transport. This 
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chapter also high lights the importance of shipping 
transport in spreading culture, civilisation and raising 
the standard of living of the people to provide essential 
and luxurious commodities at cheap rate. 
Chapter second presents objectives of the study; 
meaning of the financial performance, parameters of the 
financial performance the hypothesis and the methodology. 
This chapter also provides the review of literature 
available on the subject. 
The third chapter highlights the growth and 
organisational structure of the shipping corporation of 
India Ltd. The fourth chapter critically examines and 
evaluates the financial performance of the shipping 
corporation of India Ltd. using various parameters like 
liquidity ratios, profitability ratios, leverage ratios, 
funds flow analysis and common size analysis. 
The fifth and the last chapter is the concluding 
chapter which provides the findings & conclusions of the 
study. 
CONCEPTUAL FRAMEWORK OF THE STUDY 
In our present day economy finance is defined as 
the provision of money at the time when it is required. 
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Every enterprise, or business whether big, medium or small, 
needs finance to carry on its operations and to achieve its 
targets. In fact, finance is so indispensable today that it 
is rightly said that it is the life-blood of an enterprise 
and business. Without adequate finances, no enterprise and 
business can possibly accomplish its objectives. 
Since finance is viewed as the most important 
factor in every enterprise or business, therefore, its 
performance requires special mention and attention. Profits 
are one of the measures of the financial performance. 
Higher the profits means higher the financial performance. 
Overall good financial performance means the maximisation 
of profits and wealth of shareholders, ensure the maximum 
value of a firm or business, minimum cost of capital, 
better rate of return on capital en^loyed and to maintain 
healthy debt equity ratio, liquidity ratios and 
profitability ratios. 
In view of its significance as outlined above, the 
following parameters have been adopted in the study. 
PABAMETERS OF FINANCIAL PERFORMANCE 
Financial performance of the shipping corporation 
of India Ltd has been critically examined and evaluated to 
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use different parameters as given below. 
A. Liquidity Ratios 
(i) Current Ratio 
(ii) Liquid Ratio 
(iii) Absolute Liquid Ratio 
B. Profitability Ratios 
(i) Gross Profit Ratio 
(ii) Net Profit Ratio 
(iii) Operating Ratio 
C. Leverage Ratios and 
(i) Debt Equity Ratio 
(ii) Earning Per Share 
(iii) Net Worth Analysis 
D. Funds Flow Statements 
E. Common Size Statements 
In addition to it, other useful & Important parameters have 
also been utilised to in at conclusion. 
HYPOTHESIS 
The study proposes to test the following 
hypothesis. 
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1. That the shipping corporation of India has been growing 
substantially but it has no place in international 
flags. 
2. That India has only 11 major ports and even these ports 
have inadequate capacity and poor in frastructural 
facilities which lead delay in loading and unloading of 
ships. 
3. That the organisational structure of the Shipping 
corporation of India is too efficient to maintain 
cordial and congenial relations and work is performed 
efficiently. 
4. That though the shipping corporation of India is earning 
handful profit and gives better remuneration to its 
employees but they have more higher expectations to see 
the remuneration of the employees of foreign shipping 
companies, hence there is labour problem in the 
organisation. 
5. That the over-all performance of the shipping 
corporation of India is to some extent satisfactory. 
METHODOLOGY ADOPTED 
The work of this thesis is mainly based on the 
secondary sources. Some primary sources have also been 
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relied upon. Essential informations and necessary data have 
been collected from various secondary sources such as 
journals, periodicals, annual reports, director's report, 
auditor's report, newspapers, research papers etc. on the 
shipping corporation of India and interpreted to critically 
examine cind to evaluate the financial performance of the 
shipping corporation of India Ltd. In addition to these, a 
number of executives and officers like B.N. Puri, director 
of shipping in the ministry of surface transport, sivraman 
disc officer in the ministry of surface transport, D.K. 
Kamik deputy manager of the shipping corporation of India 
have been approached and interviewed for collecting 
essential informations and data. Their opinion as a primary 
source has been used. This may help in the enhancement of 
scope of the study & in putting authenticity to the study. 
The work of presentation of statistics, their 
analysis cind interpretation have been conducted mainly from 
the secondary sources and naturally, these statistics may 
have some limitations because cent percent authenticity of 
the secondary sources cannot be ensured. 
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LITERATURE REVIEW 
During the course of this study and completion of 
this thesis entitled "An Appraisal of Financial Performance 
of the Shipping Corporation of India Ltd" a number of books 
journals, research papers, periodicals, annual reports, 
hand books, directors reports, auditors reports, newspapers 
and many articles have been consulted and reviewed on the 
subject. Most of these books and journals have covered and 
depicted the role and significance of shipping transport in 
general and the shipping corporation of India in particular 
and some books have critically examined the financial 
performance growth and organisational structure of the 
shipping corporation of India Ltd. 
Rao, S.L.-^  in his book entitled "Indian Shipping 
Industry" has analysed the retrospect and prospect of the 
Indian Shipping industry and briefly covers different 
aspects such as the evolution of the Indian Shipping 
industry, share of Indian Shipping in overseas trade, cargo 
support in other countries and its relevance to India, 
contribution of shipping to the national economy, strategic 
importance of shipping financial performance of Indian 
Shipping Companies, promotion of Indian Shipping etc. The 
book identifies and establishes certain measures which is 
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necessary in terms of fiscal and financial incentives and 
concessions to help the shipping indiistry in raising 
resources for ship acquisition programmes. This book also 
highlights the role played by Indian Shipping Industry in 
promoting exports, facilitating imports, earning foreign 
exchange on export trade and restricting the outgo of 
foreign exchange on import trade. 
Trivedi, H.M.^ in his study entitled "Indian Shipping 
in perspective" deals with every aspect of Indian Shipping. 
He devoted his entire working life to shipping as 
associated with the premier Indian Shipping Company, 
Scindia Navigation Company and served as Chairman of the 
oldest shipping conference in the world, Minister of state 
in the Ministry of Shipping and Transport, a trustee of 
Bombay Port Trust, a director of large industrial 
undertakings, banks, a member of the committee of the 
Federation of Indian Chambers of Commerce and Industry and 
associated with other several important committees both 
1. Rao, S.L.: Indian Shipping Industry, National Covtncil of 
Applied Economic Research, Parsila Bhavan, 11-
Indraprastha Estate, New Delhi, 1993. 
2. Trivedi, H.M.: Indian Shipping in Perspective, Vikas 
Publishing House Pvt. Ltd., Savoy Chambers, Wallace 
Street, Bombay, 1980. 
67 
national and international. Over the years, both in the 
profession and in parliament, he has spoken written 
extensively, covering the full range of subject related to 
Indian Shipping and these speeches and writings have been 
collected in this book. 
This book is divided into different sections 
covering major aspects of the industry such as Indian 
Shipping general, Indian Shipping and Conferences, Ports, 
Shipping Personnel etc. The articles in each sections are 
chronologically arranged by date. This book itself bears 
testimony to the continued need for rousing consciousness -
in the public and in Government about the importance of 
Indian Shipping as a vital sector of the national economy. 
It also indicates possible directions of policies for the 
near future. 
Mookerji, Radhakumud in "A History of Indian 
Shipping", has clearly depicted a history of the sea-borne 
trade and maritime activity of the Indians from the 
earliest times. He also high lighted the role and 
importance of Indian Shipping to develop trade and Commerce 
and to spread the Indian culture and religion to many other 
countries and its contribution towards Indian Civilisation. 
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This book also says that Indian Shipping was the Chief 
means by which civilisation asserted itself and influenced 
other alien civilisation. In the ancient period India had 
trade relations with every quarter of the globe, not only 
with the Asiatic maintained but also with Europe and Africa 
none side and Australasia and America on the other. He also 
suggests and says that it goes without saying that in the 
present state of things it is idle to expect that Indian 
industry and commerce can advance by leaps and bounds if 
Indian Shipping will be develop at its zenith. 
N.G. Jog^ in his book "Saga of Scindia" has presented 
the position of shipping industry in India during the 
British period. Britishers have suppressed the all India 
Shipping Con^anies and they made their all efforts to 
develop their own shipping industry in India. During this 
juncture Narottam Morarjee and Walchand Hirachand have laid 
foundation of the Scindia Shipping Company to revive the 
Indian Shipping which was suppressed and paralysed by the 
Britishers. This book also tells that their foresight, 
their fortitude and their patriotism enabled them to 
3. Mookerji, A History of Indian Shipping Longmans, Green 
and Co., 8 Hornby Road Bombay, 1912. 
4. N.G. Jog.: Saga of Scindia, The Scindia Steam Navigation 
Co. Ltd., Scindia House, Ballard Estate, Bombay, 1969 
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surmount the seemingly insuperable obstacles in their way 
and to establish this cottpany and with it national shipping 
itself on a sound basis in 1919. The author has also 
highlighted the role and significance of shipping transport 
not to develop the national economy but to strengthen the 
national defence also. 
Kirkaldy, Adam W.^ in the book The History and 
Economics of Transport" has critically examined the 
problems of transport and its origin. He has also 
given the early navigation and the Commencement of modern 
international transport services. It also given the 
perfecting of the vehicle of ocean transport and economics 
of marine fuel. 
Jain, J.K.° in his book "Transport Economics" has 
given in detail the role and importance of transport in 
general and Shipping transport in particular in India. He 
has also shown the problems of Shipping transport and its 
development during the British period and after 
independence. He also laid that the civilisation and 
5. Kirkaldy, Adam W.: The History and Economic of 
Transport, Sir Isac Pitman & Sons Ltd., parker Street 
Kingsway, London, 1927. 
6. Jain, J.K.: Transport Economics, Chaitanya Publishing 
House, Allahabad, 1990. 
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stcindardisation are the off-spring of modem shipping 
transport which provides the luxurious and essential 
commodities to the nationals at cheaper rate from different 
covintries. 
Bonavia, M.R."^  has focused in his book "The 
Economics of Transport", on the importance and significance 
of transport and its distinctive role to create place 
utility, time utility and specialisation in production to 
provide efficient and sufficient means of transport. This 
book also gives the different means of transport and their 
organisation structure. It also deals with Shipping 
transport and its monopoly and control and coordination of 
different means of transport. 
Srivastava, S.K. in his book entitled, "Economics of 
Transport" has shown the historical development of India 
Shipping and its contribution to strengthen the national 
economy. This book also highlights the various committees 
reports which were appointed time to time to develop the 
Indian Shipping and to increase its share in coastal trade 
7. Bonavia, M.R.: The Economics of Transport, James Nisbet 
& Co. Ltd. Cambridge University Press, London, 1947. 
8. Srivastava, S.K.: Economics of Transport, S. Chand & Co. 
Pvt. Ltd. Ramnagar, New Delhi, 1987. 
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and overseas trade. 
Carlson & Lytzen^ have critically examined and 
evaluated the role and in^ jortance of Shipping transport in 
their book "Post War Shipping" to develop the economy of 
a nation. Absence of a national mercantile marine adequate 
to carry our visible itiports and exports has been 
recognised to be a steuiding weakness of our economic 
mechanism. An adequate shipping transport controls the 
drain of wealth and provides scare goods to the nationals 
and raw materials and modem equipments to the producers 
from the different countries to make economy dependent of a 
nation. This book also tells that it is, therefore, 
necessary for new India to free from the shackles of 
in5)erialistic hold, must endeavour to equip herself with a 
big and efficient mercantile marine. 
Bhatnagar, K.P.^^ in his study, "Transport in Modern 
India" has critically evaluated the role and importance of 
transport in the economic development of a nation. The 
economic prosperity of a nation is known by the prosperity 
9. Carlson & Lytzen: Post War Shipping, Printed by B.L. 
Varshney, Varshney Press, Katra, Allahabad. 
0. Bhatnagar, K.P.: Transport in Modem India, Kishore 
Publishing House, Parade, Kanpur, 1974. 
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Of transportation of that country. He has also given the 
growth cind development of Indian Shipping and its effect on 
the fast economic development of India. 
Hardy, A.C.^^ has presented in his book "Sea ways 
and Sea Trade" a pen picture of scenes and a sketchy study 
of maritime trade evolution of the principal existing 
commodities. This book also shows the trade route, trade 
flow charts and artificial waterways like ship canals which 
have a tremendous influence on trade routes,, shortening 
them and diverting them on account of the position of their 
entrances with respect to the land masses of the world. The 
author says that our study of seaways and sea trade is not 
complete with a consideration of the oceans only but also 
to study various river ways, river plate system and rivers 
tributaries. He has also highlighted the sea sprit of all 
nations to develop their national economy and the 
potentiality of shipping as an agent for international 
understanding. 
Wilson, G. Lloyd^^ in his book "transportation and 
11. Hardly, A.C.: Seaways and Sea Trade, George Routledge & 
Sons Ltd., Broadway House, Carter Lane, London, 1954. 
12. Wilson, G. Lloyd: Transport and Cowmunication, 
Appleton Century Crofts, United States of America, 1954. 
73 
Communication" has critically examined and evaluated the 
role and significance of shipping transport in shaping the 
economy of a nation. 2/3rd of world trade are performed by 
the shipping and it is also a good earner aind saver of 
foreign exchange. This book also sketches the water 
transportation system in the United States and its 
contribution to make economy prosperous to boost up trade 
and commerce. It also deals with type of vessels and 
tonnage measurement, shipping documents and marine 
insurance, theories of water freight rates and charges. 
Port, Port Services and Charges, aid and development of 
water transport etc. 
Dev, Arun-^ -^  has highlighted the role of water 
transport and its contribution to word civilisation. In his 
book "The Story of Civilisation" Vol.1 Clearly shows that 
all the Civilisations of the world have developed on the 
different banks of rivers and seas. He has also described 
the contributions of shipping transport in such civilised 
development. 
13. Dev, Arxin: The Story of Civilisation Vol.1, NCERT, 
New Delhi, 1983. 
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Rao, T.S. Sanjeeva-^ '* in his "A Short History of 
Modem Shipping" has shown a historical development of 
Indian Shipping and a comparative study of Shipping 
transport and economy of the country. He has also given the 
shipping development in cincient period and its role to 
capture the world market. In British period our shipping 
was suppressed and we became dependent on others. After 
independence our shipping was revived gradually cuid now it 
share 38 percent of total export import of the country. 
Fair & Williams^^ have studied in "Economics of 
Transportation" to analyse the function of transportation 
in the economic system and its contribution to the 
evolution of the modern economic and social order, the 
nature of demand for and supply of transportation, the 
development of transport facilities, services and rate 
structures in response to economic and governmental 
influences, and the considerations involved in the 
evolution of an integrated transportation service. This 
book also highlights a brief survey of the growth of the 
modern modes of transportation and developments, framework 
14. Rao T.S. Semjeeva: A Story of Modern Indian Shipping 
Popular Prakashan, Bombay, 1969. 
15. Fair & Williams: Economics of Transportation, Harper & 
Brothers Publishers, New York, 1950. 
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Of the social and economic functions of transportations and 
their application in the development of a national economy. 
The elements of demand for and supply of transportation 
service are critically reviewed. 
Weslmeyer, Russell E.^^ in his book "Economics of 
Transportation" has critically evaluated the importance of 
improved transportation in the development of the economy 
of a nation and its conplexity and perplexity in the 
transportation growth and suggestions to overcome the 
problems and government policy to develop a sound national 
transportation system to use their best advantage. This 
book also shows the development and economics of domestic 
water transportation, regulation and some problems and 
policies of domestic water transportation. 
1 7 
Gibson, Ivancevich and Donnelly have attempted, m 
their book "Organisation", to cope with problems of 
organisational development and organisational effectiveness. 
They suggest that organisation will continue to remain 
effective only if they are able to develop feasible 
16. Westmeyer, Russell E: Economics of Transportation, 
Prentice-Hall, INC, Engleeuood Cliffs, U.S.A., 1952. 
17. Gibson, Ivancevich & Donnelly; Organisations, Business 
Publications, INC, Dallas, Texas, 1973. 
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guidelines to deal with these various structural, process 
and behavioural problem areas. This book also highlights 
the study of organisations in different settings and many 
theories, research findings and their practical 
applications to different types of organisations. 
Koontz & Donnel-^ ® in their book entitled "Essentials 
of Management" have given the organisation theories and 
organisation structure. This book also discussed the 
various aspects of organising. 
Kuchhal, S.C.-^ ^ has given various parameters to 
measure the financial performance of enterprise. In his 
study he has critically evaluated the financial performance 
through the financial analysis. The financial analysis is 
not an automatic or standardized process but a flexible 
approach tailored to the needs of a specific situation. The 
main purpose of financial analysis is to search for 
reasonable clues and answers to definite questions. 
18. Koontz & Donnel: Essential of Management, Tata Mcgraw 
Hill Publishing Company Ltd., 1974. 
19. Kuchhal, S.C: Financial Management, Chaitanya 
Publishing House, 5-A, University Road, Allahabad, 
1976. 
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VanHome, James, C.^° in his book "Financial 
Management and Policy" has developed an understanding of 
the rapidly evolving and exciting theory of finance to 
evaluate the firm's investment, financing and shareholders 
wealth. For a critical evaluation, analytical techniques 
are applied to depict the capital structure of a firm, the 
major sources and uses of funds, its profitability over 
time and projection of future profitability. 
Sharma & Gupta^^ have made a study on "Management 
Accounting, Principles and Practice" to evaluate the 
financial performance of enterprise to use various 
analytical techniques. This book also gives various tools 
and techniques to measure the short run financial 
performance as well as long run financial performance. To 
measure the short run financial performance, liquidity 
ratios like current ratio, quick ratio and absolute Quick 
ratio are used and for long run financial performance, debt 
equity ratio earning per share, return on capital employed 
etc. 
20. Van Home, James C : Financial Management and Policy, 
Prentice Hall of India Pvt. Ltd., New Delhi, 1983. 
21. Shanoa & Gupta: Management Accounting, Principles and 
Practice, Kalyani Publishers, New Delhi. 1988. 
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Vandell & Coleman^^ in their book "Case Problems in 
Finance", they have given a wide variety of financial 
problems and business situations. In this book, the 
problems have been drawn from most of the major areas 
covered in financial courses. 
Podmanabhan, R,^^ has described in his article 
"Government Policy on Shipping" the government has 
liberalised the shipping policy to privatise the Indian ports 
and to give freedom of ship owners to purchase and sale 
ships without getting permission. 
Desai, B.H.^^ in an article entitled "Urgent Need to 
Strengthen our Shipping to Meet Prevailing Crisis" has 
stated that globalisation of shipping industry made it more 
competitive and to survive in the world market, there is 
"Urgent Need to develop and make it more competitive to 
face the world competition and maintain 
its flags on overseas trade. 
22. Vanadell & Gupta: Case Problems in Finance, Richard D 
Irwin, INC, Homewood, Lllinois, 1962. 
23. Podmanabhan/ R.: Government Policy on Shipping, Indian 
Shipping, Bombay, Vol.44, No.4, 1992, p. 18. 
24. Desai, B.H.: Urgent Need to Strengthen our Shipping to 
Meet Prevailing Crisis, Indian Shipping, Bombay, 
Vol.43, No.2, 1991, p.11. 
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Pandit, B.B.^^ in his article "Problems of Coastal 
Shipping" has examined the various problems of Indian 
Coastal Shipping which act as in^ediments in the way of 
development of coastal shipping. To develop our domestic 
trade there is need to develop our coastal shipping in full 
length. 
Padhakrishnan, P.P.^^ in his article "Ship 
Acquisition: The Wind of Change" has outlined various 
government policies like liberalisation in ship acquisition 
policy, various soft loan scheme, to provide foreign 
exchange to acquire foreign modern ships which are able to 
share overseas trade to provide efficient and sufficient 
services to the overseas traders. 
Khaneja, S.R.^ *^  in his article, "Globalisation of 
Shipping Industry" has pointed out that the new industrial 
policy of India has provided sufficient scope for opening 
up the economy and allowed private participation in major 
25. Pauidit, B.B.: Problems of Coastal' Shipping, Indian 
Shipping, Bombay, Vol.39, No.11, 1986, p.19. 
26. Radhakrishnan, P.P.: Ship Acquisition: The Wind of 
Change, The Financial Express, New Delhi, 3 April 1992. 
27. Khaneja, S.R.: Globalisation of Shipping Industry, The 
Financial Express, New Delhi, April 2, 1992, p.6. 
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public sector with reasonable packages which has brightened 
the chances of foreign investment in the country. He has 
also highlighted the liberalised import/export policy 
adopted by the nation which increased foreign participation 
in the Indian market and industry and brought a sea change 
in our import/export scenario embracing sea borne traffic 
and this globalisation of shipping industry would create 
competitiveness in the industry. 
Dattatreyulu, M.^^ has stated in his article 
"Establishing Free Port in India" to privatize the Indian 
port to invite foreign investors with new technologies to 
open up the Indian economy. This article also states that 
foreign exchange can be earned in the form of port charges 
by providing a Free Transit Port and Creation of 
entertainment and creation infrastructure and duty free 
shopping centres encourage the flow of tourists which 
result in substantial incomes in foreign exchange. 
Rai, R.L. ^ m his article "Investment m Shipping 
Needs Fresh Stimulus" has critically examined the effect of 
28. Dattatreyulu, M.: Establishing Free Port in India, 
Indian Shipping, Bombay, Vol.46, No.l, p.15. 
29. Rai, R.L.: Investment in Shipping Need Fresh Stimulus, 
The Economic Times, New Delhi, Thursday 1 April 1993, 
p.m. 
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liberalisation and globalisation. Shipping is a capital 
incentive industry and its turnover to assets ratio is very-
low compare to any other industry. Given a set of 
investment options, shipping falls into a low priority. He 
has also observed that Indian Shipping will now face a new 
set of challenges where the fundamental of market driven 
economics will decide how effectively the industry can 
survive and profit in an international arena. In this 
article he has suggested some financial incentives packages 
to the investors who will invest in shipping industry. 
Shah, Y.S.-^ ^ has stated in his article entitled "Ship 
Finance a Perspective of Indian Shipping" that the Indian 
Shipping industry has been of fundamental importance to the 
growth of Indian economy and has been a net earner/saver of 
much needed foreign exchange. On the other hand Indian 
Shipping has no place on overseas trade and it needs huge 
investment to compete in the world market. In this article 
Mr. Shah has given various suggestions to make shipping 
industry attractive to lure investors to invest in this 
sector. 
30. Shah, Y.S.: Ship Finance - a Perspective of Indian 
shipping, Indian Shipping, Bombay, Vol.46, Nos.2-3, 
p. 15. 
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Kumar, B.S.-^ ^ in his article "Liberalisation of 
Shipping Policy" has described new policy of government in 
which shipbuildings are given various subsidies, soft loan 
and exempted from local taxes to reduce their operating 
cost and to increase their working capital. Indian Shippers 
and crew are also exen^ted from local income taxes. 
Nayak, Gayatry^^ has highlighted in his article 
entitled "Coastal Shipping Continued Neglected" the causes 
of retarded development of coastal shipping like lack of 
modem computerised communication system, inadequate light 
housing, inadequate minor ports etc. 
Sheth, K.M.^^ in his article "Indian Shipping 
Prospects and Challenge" has shown the various problems of 
Indian Shipping and said that these problems are a 
challenge for good prospects of Indian Shipping. 
Rajwar, I.M.S.^^ has stated in his article "Trends in 
Indian Shipping" the history of Indian Shipping. He has 
31. Kumar, B.S. Liberalisation of Shipping Policy, Indian 
Shipping, Bombay, Vol.44, No.10, 1992, p.16. 
32. Nayak, Gayatry: Coastal Shipping Continued Neglected, 
The Economic Times, New Delhi, 4 April, 1991. 
33. Sheth, K.M.: Indian Shipping Prospects and Challenge, 
Indian Shipping, Bombay, Vol.42, No.11, 1990, p.14. 
34. Rajwar, I.M.S: Trends in Indian Shipping, Indian 
Shipping, Bombay, Vol.39, No.7, 1986, p.19. 
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shown past history of Indian Shipping and its impact on 
Indian econoit^  and also made the comparative study of the 
present position of Indian Shipping and its present impact 
on the Indian economy. 
Radhakrishnan, P.P.-^ ^ has focused in his article 
"Developing Nations at a Disadvantage in Global Shipping 
Sweepstakes" that any country sourcing technologies from 
other nations would always lag by a generation to imitate 
the technology and all the developing countries imitate the 
technology rather than generation like India and Indian 
Shipping has lagged behind in case of containerisation 
technology. In this article it has been also pointed out 
that the share of developing countries in general in the 
transportation of their cargoes is similarly poor due to 
poor technology and developed countries cultivate handful 
profit to capture the overseas trade to use their developed 
and new technology. 
Brauner, Alan^° is a ship finance consultant of 
London and presented his paper at workshop organised on 
35. Radhakrishnan, P.P.: Developing Nations at a 
Disadvantage in Global Shipping Sweepstakes, The 
Economic Times, New Delhi, Thursday 1 April, 1993, P.I. 
36. Brauner, Alan: Principles of Financing Merchantships, 
Indian Shipping, Bombay, Vol.46, Nos.2-3, 1994, p. 19. 
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"Maritime Transport" held in Bombay in January 1994. The 
aim of his paper is to discuss the source from which money 
is derived and the mechanism for making it available to 
potential shipping investors. He has given many ship 
financing packages and financial structures available for 
financing merchant ships. In his paper he given eleven key 
points in a commercial "term loan" facility to the merchant 
ships. 
Fotedar, H.N.^ "^  has given in his article 
"Modernisation Holds Key to Improved Ports' Performance", 
the technology replaced the manual labour and some are 
computerised and these improved the performance of ports 
and met with large and quick demand for handling the 
traffic to use the maximum capacity of ports. He has also 
highlighted some ports are using automatic system of 
loading and unloading of cargoes. 
Sanklecha, Dr. S.N.-^ ^ in his article "Need to 
strengthen Infrastructure in the context of Globalisation 
37. Fotedar, H.N.: Afodemisation Holds Key to Improved 
Ports' Performance, The Economic Times, New Delhi, 
Thursday 1 April 1993, p . m . 
38. Semklecha, Dr. S.N.: Need to Strengthen Infrastructure 
in the Context of Globalisation of Shipping' Indian 
Shipping, Bombay, Vol.46, No.4, p.11. 
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of Shipping" stated that an organisation of developed 
countries referred to the principle of free circulation of 
shipping in international trade in free and fair 
competition based on a market mechanism governed by 
commercial considerations and not being hampered by any 
administrative measures or legislative provisions in favour 
of the national flag. He has also pointed out that there is 
tough competition among the shipping industries and to 
survive and sustain on overseas, there is need to 
strengthen infrastructure to meet or face the open 
coTt5)etition with the developed countries shipping which are 
highly modernised and mechanised. 
Tytler, Jagdish, ^ a Minister of state for 
surface transport Government of India, in his inaugural 
address at the India workshop on "India Maritime co-
operation" held in Bombay in January 1994, has stated about 
the liberalisation policy of Indian economy and the 
investors are invited from the European Economic Community 
to invest in various economic sectors including Indian 
Shipping industry. He has also pointed out that shipping 
39. Tytler, Jagdish, Minister of State for Surface 
Transport Government of India, inaugurated and 
addressed a workshop organised on India. Maritime co-
operation held in Bombay in January 1994. Indian 
Shipping, Bombay, Vol.46, Nos.2-3, 1994, pp.11-12. 
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industry has been completely liberalised and de-regulated 
and the following steps have already been taken: 
i. Automatic approvals are deemed to be given to: 
(a) Acquisition of all categories of ships by private 
shipping companies, except for crude tankers OSV. 
(b) Sale of Ships. 
ii Sale proceeds of Indicin Ships abroad can be retained for 
utilisation for fresh acquisitions, 
iii Time charters of Indian ships abroad require no 
government permission, 
iv Shipping Companies can acquire vessels by the charter-
cum-demise method, 
v. Liner routes where existing companies do not operate 
have been thrown open to all Indian Shipping Companies. 
vi Slotting Committee for ship repair has been abolished 
and the Reserve Bank of India permits foreign exchange 
for ship repairs or dry-docking and spares without any 
value limits. 
Recently, Asian Institute of Transport Development 
(AITD) has made a study on the national shipping industry. 
The study has been prepared by Mr. L.M.S. Rajwar, Managing 
Director , Indian Steamship Company, Mr. B.N. Puri, 
Director (Shipping), Ministry of surface Transport, 
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Mr. K.L, Thaper and others under the general direction of 
Mr. Hiten Bhaya. In this study, an attempt has been made to 
review the growth of Indian Shipping, the role which the 
government has played in the past in the development of 
this sector, the changes that are taking place in the world 
scenario and the policy measures required to achieve self-
sustained growth of Indian Shipping in the global context. 
Dr. Abid Husain, President of the Institute observes 
in this study that it identifies critical issues and lays 
down a broad framework for its future development as an 
efficient carrier of our trade. It rightly pleads for a 
level playing field for the Indian Shipping, keeping in 
view its international dimentions. It also brings into 
sharp focus the prevailing structural and other weaknesses 
of the industry and suggests appropriate remedial measures. 
The study also makes a significant contribution to 
understand the problems of Indian Shipping Industry and it 
is hoped that this would lead to the concretisation of a 
sound shipping policy and pragmatic action plan for its 
self-sustained growth. Following are excerpts from the 
study on shipping policy in new economic context and 
framework for creating a level playing field. The old 
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shipping policy, which provided the basis for development 
of national shipping for about four decades, has been 
eroded because of the new forces which have been unleashed. 
Consequently, while old supports are contracting rapidly, 
no new policy with clear-cut objectives has taken its 
place. The urgency is all the more. When the Indian 
Shipping industry operates under some constraints either 
due to certain obligations placed on it through government 
policies or some special disadvantages suffered by it vis-
a-vis its foreign competitors. Laying down a policy by the 
government does not necessarily imply commitment of 
government funds but it does place the onus of 
implementation of the policy on the government through such 
regulatory and other instruments strategic as well as 
tactical as the situation demands from time to time. This 
policy should spell out explicitly the objectives and also 
the policy instrument to be adopted for achieving those 
objectives. At a generic level, the objectives of both 
trade and shipping policies are somewhat identical in the 
sense that both sets of policies have certain common 
economic goals, such as improving balance of payments, 
increasing employment and promoting economic growth. Among 
the various facets of economic reforms, the one that has 
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received much emphasis is market orientation. Therefore, 
this feature should be reflected in the policy framework of 
the shipping industry. 
The Shipping policy should serve the following broad 
objectives: 
(i) it should provide for the expansion of shipping 
services and a strategy for the development of national 
shipping industry; 
(ii) it should enable a healthy competition in the provision 
of Shipping facilities; 
(iii) it should create as level a playing field as possible 
enabling the Indian Shipping industry to compete with 
its foreign competitors on fair terms, and 
(iv) it should provide for a regulatory mechanism for the 
efficient functioning of shipping services. 
For achieving the above objectives, the national 
shipping policy should, first of all, set out a strategy 
for restructuring the shipping sector along with a time-
frame indicating the nature and pace of the restructuring 
process. The relative roles of the public and private 
sectors, the scope of disinvestment or privatisation of 
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shipping and related activities, the type of economic 
incentives structure for promoting restructuring in the 
shipping sector, changes in the organisational structure of 
public sector shipping and a similar issues are best viewed 
as subsidiary policy instruments of the over-all national 
shipping policy. 
The shipping policy has to outline the strategy for 
modernisation of the shipping fleet in terms of improving 
its operational efficiency and the provision of better 
infrastructure and communication facilities. The 
modernisation of shipping fleet is intimately connected 
with the modernisation of port facilities and, hence, a 
coherent strategy has to be evolved for both the sectors. 
The Shipping policy has also to give attention to 
technological upgradation of ship repair air and 
maintenance services. 
It is important to point out in this context that the 
entry of the public sector in shipping by setting up the 
shipping corporation of India in 1961 was primarily 
intended for expansion of national shipping at a time when 
the companies in the private sector were not in a position 
to expand their own fleet. This objective has been achieved 
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is evident from the fact that the shipping corporation of 
India is now one among the largest shipping companies in 
the world. Having fulfilled this promotioned role, it 
stands to reason to suggest that the government should opt 
a role as enabler and facilitator of a healthy private 
sector and as regulator to ensure realisation of national 
shipping policy objectives. Equally necessary is to meet 
the challenge of the international competition by giving 
greater attention to modernisation of the fleet, 
development of multimodal transport and balanced 
development of shipping. 
At last this study has given some specific 
suggestions to create as level a playing field as possible 
for the Indian Shipping industry and to remove the existing 
weaknesses of the industry. 
TAXATION As an international industry, which does not enjoy 
the benefit of a protected domestic market and in which 
fields are tradionally low, the shipping industry will find 
it almost impossible to generate internally and to attract 
externally huge financial resources required to modernise 
and expand the national fleet. Consequently, taxation 
policy needs to be changed in relation to the shipping 
92 
industry, and in respect of investors and seafaring 
personnel connected with it. In the global context, 41 
percent of the world shipping tonnage is exempt from tax 
liability. Thus, more than 75 percent of the world's 
shipping, with which Indian Shipping industry has to 
compete, enjoys tax exemption or tax concessions. Indian 
Shipping deserves to be given special tax treatment taking 
into account the following special factors: (i) The 
importance of the industry as a handmaiden of foreign 
trade, its contribution to the balance of payment and its 
strategic dimension. 
(ii) The intrinsic nature of the industry which is capital 
intensive and where yields capital output ratio is low. 
(iii) Shipping is an international industry without a 
protected domestic Indian market. 
(iv) The bulk of the world shipping industry operates on the 
basis of tax exemptions or tax concessions. 
DEPRECIATION - At present depreciation for income tax 
purposes is set at 20 percent on the written down value. 
One fourth of this depreciation is to be parked in a 
capital reserve fund. Because India can not match other 
countries is some areas, like cost of capital, etc. serious 
thought needs to be given to pennit higher depreciation to 
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the Indian Shipping industry. There is a strong case to 
increase depreciation to 33-1/3 percent of the written down 
value which will ensure recovery of investment in 7 to 8 
years, generally regarded as an international norm. 
TAXATION OF MARITIME PERSONNEL - As has been Stated 
earlier, Indian maritime personnel are in great demand 
abroad and the numbers serving on foreign ships are more 
than these serving the Indian flag. Migration of trained 
manpower has caused shortage of officers on Indian ships 
which are sometimes held up for want of officers. The 
hidden cost in terms of inefficiency and inadequate 
maintenance of ships is very much higher. Indian personnel 
serving on foreign ships do not pay income tax and this 
situation can never be matched by Indian Shipowners which 
puts them at a great disadvantage. A decision to exempt the 
personnel manning Indian ships from Income tax should be 
taken urgently. 
TAX INCENTIVES TO INVESTORS -- The cost of capital in India 
is much higher than in most other maritime countries. 
Indian investors investing in equities also expect a much 
higher return than investors abroad due to returns 
available in other industries in India. To enable capital 
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to flow to the shipping industry, tax incentives to 
investors should be seriously considered. 
SPECIAL INTEREST TAX-- A new system was introduced 
sometimes back according to which Indian financial 
institutions have started levying a special interest tax on 
the interest paid to them under the plea that the financial 
institutions are required to pay such a tax and, therefore, 
they are passing on the burden to the borrower. This has 
made the cost of finance even higher for an Indian 
Shipowner. Since he has to compete with foreign shipowners 
with a much lower cost of financing, consideration should 
be given to the withdrawal of special interest tax in 
respect of loans advanced to the shipping industry. 
PARI-PASSU OBLIGATION-- The government has laid down a 
pari-passu obligation which requires an Indian Shipowner to 
place orders with Indian Shipyards in return for government 
permission for acquiring ships from abroad. As a result of 
pari-passu obligation, which has been inforce since 1977, 
several Indian shipping companies are required to acquire 
indigenously built ships. The acquisition of indigenously 
built ships at prices are much higher than the prices of 
comparable ships in the international market, is bound to 
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strain working of the Indian Shipping Companies. It is 
estimated that the prices paid to Indian Shipyards are 30 
to 40 percent higher than those of foreign built ships. 
Indian Shipyards quote much longer delivery periods than 
the foreign yards and in the process, the Indian Shipping 
con5)anies miss out the opportunity to deploy ships earlier. 
Recently, the government has announced a new pricing policy 
for shipyards in the public sector. According to this 
policy, the price of vessel built in these shipyards will 
be determined on the basis of lowest price offered through 
an open global tender. 
The shipping industry should have the necessary 
flexibility so that it does not miss out on commercial 
opportunities in the international market and is able to 
time ship acquisitions and disposals judiciously. 
Apart from these many other committees reports and 
recommendations like Mercantile Marine committee report and 
recommendation of 1923, Select Committee report of 1928, 
C.R. Ramashwami Aiyer committee report and recommendation 
of 1945, Asian Development Bank (ADB) Report, COMET 
(Committee on Maritime Education and Training) 
recommendations, ISF/BIMCO (International Shipping 
Federation and Baltic International Maritime Council) 
report, MOU (Memorandum of Understanding) report, books, 
journals. Magazines, periodicals, handbooks, annual 
reports, newspapers, many other articles provide adequate 
subject matter to complete the work. Many researchers have 
worked on various aspects of shipping transport but no one 
has touched the Shipping corporation of India which is a 
sunrising and growing sector which takes a lion share of 
Indias exports and imports. The main thrust of this work is 
to critically examine and evaluate the financial 
performance of the shipping corporation of India Ltd. 
CONCLUSION 
It may be conclude that the chapter has presented the 
main thrust and objectives of the study and conceptual 
framework of the whole study. It has also discussed the 
meaning of financial performance and different parameters 
which might help in a critical evaluation of the financial 
performance of The Shipping Corporation of India. 
In this chapter, the hypothesis has also been stated 
in brief which is adopted to carryout this study. It has 
The study Report-has been published in January in 1994 
in Indian Shipping, Bombay, Vol.46, No.l, 1994. 
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also discussed the different sources and methods of data 
collection for carrying out this study under the research 
methodology adopted. Finally, the chapter has critically 
reviewed the literature available on the subject. In the 
next chapter an atteitqpt will be made to examine critically 
the growth and organisational structure of the shipping 
corporation of India Ltd. 
CHAPTER 3 
GROWTH AND ORGANISATIONAL 
STRUCTURE OF THE SOI 
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CHAPTER - 3 
"GROWTH AND ORGANISATIONAL STRUCTURE OF THE SCI" 
The subject matter of the preceeding chapter was the 
objectives of the study and the conceptual framework of the 
study: dealt with the concepts of financial performance and 
suitable parameters of financial performance for critical 
analysis and evaluation of the performance were enumerated. 
The chapter also presented the hypothesis, research 
methodology & research design including the review of 
literature available on the subject. The present chapter 
will critically examine the growth and organisational 
structure of the SCI. 
The birth of the shipping corporation of India is a 
result of a tragic history of Indian shipping in the 
British period. The British Government favoured and made 
all possible helps to develop the British Shipping 
Companies and showed hostile and unsympathetic attitude 
towards Indian Shipping. During this period all the 
shipping companies except few, met to liquidation due to 
delay and harrass and high and undue charges were realised 
from Indian Shipping Companies. Flag discrimination was 
made and Indian Ships were not allowed to go to British 
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oceans. To see this meagre position of Indian Shipping, 
various coinmittees were set up to improve and to develop 
the position of Indian Shipping, because it helps in 
developing home trade and industries, ensures mobility of 
goods, reduces dependence on foreign trade, strengthens 
national defence, protects home industries and saves 
foreign exchange. 
In November 1945, the post War-Reconstruction 
Policy Sub-Committee on Shipping was appointed by the 
central Government under the Chairmanship of C. P. Ramaswami 
Aiyer to go into whole question of shipping. The sub-
committee submitted its report on April 2, 1<947. The 
Committee made thorough study of past history of shipping 
and concluded that it had been a tragic tale of broken 
promises, unredeemed assurances and neglected 
opportunities. 
The committee submitted a new policy with a new 
outlook for the development of Indian Shipping. The 
recommendations were of far reaching importance and became 
the back bone of the future policy of development of 
1. Rao, T.S. Sanjeeva: A Short History of Modern Indian 
Shipping, Popular Prakashn, Bombay, 1969, pp.1-2. 
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shipping in India. The sub-committee of the Reconstruction 
Policy had recommended that: 
The objective of future Indian Shipping Policy-
should be to reserve the entire coastal trade for Indian 
Shipping and to secure an adequate share of the trade with 
other countries. 
During the next five to seven years the target to be 
achieved should be-
- 100 percent of the purely coastal trade in India. 
75 percent of India's trade with Burma and Ceylon and 
the geographically adjacent countries. 
- 50 percent of India's distant trades and 
- 30 percent of the trades formerly carried in axis vessels 
-J 
in the orient."^  
For achieving the above largests, the Sub-committee 
assessed that India would need shipping tonnage of about 
two million gross tons. These recommendations were accepted 
by Government and in its policy statement issued in 1947 
announced its intention of assisting Indian Shipping to the 
maximum extent possible in order to achieve the aforesaid 
2. Bhatnagar, K.P.: Transport in Modern India, Kishore 
Publishing House, Parade Kanpar, 1967, p.452. 
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targets. With this objective in view and for ensuring a 
quicker development of Indian Shipping, Government decided 
to take active and direct participation in the shipping 
industry alongwith the other private enterprises. 
As a result of this decision, a scheme was formulated 
in 1948 for setting up three shipping corporations in the 
public sector. It was contemplated that each of these 
corporations would be incorporated with an authorised 
capital of Rs.lO crores, out of which 51 percent to be 
subscribed by the Government, 26 percent by an existing 
private shipping company and 23 percent by the public, but 
if the public would fail to subscribe, the Government would 
take. ^  
The first public sector shipping corporation was 
established in 1950 under an agreement with the Scindia 
Steam Navigation Company Ltd., Bombay Eastern Shipping 
Corporation Ltd., as the company was then named, was 
incorporated with an authorised capital of Rs.lO crores. 
Because of the prevailing tight monetary conditions, the 
contemplated issue of shares to the public (23%0 could not 
3. History and Growth, Handbook on the Shipping Corporation 
of India, Published by Shipping House, 245, Madame Cama 
Road, Bombay. 
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be taken and ultimately the government took these shares 
also. The shares were taken as 74% by the government and 
26% by scindia. Scindia was appointed as managing agent of 
Eastern Shipping Corporation for the general management of 
the company under the overall control of the Board of 
Directors. 
In 1956, Government decided to set up the second 
public sector shipping corporation. Since the policy of 
mixed ownership did not find much favour with private ship 
owners, the Government decided to set up the second 
corporation as a fully state owned venture. No privates 
were allowed to subscribe the shares. WESTERN SHIPPING 
CORPORATION was incorporated in June 1956 with an 
authorised capital of Rs.lO crores. The Indian company law 
was amended in 1956 which provided that a company managed 
by the Managing Agents could not act as managing agents for 
another company as Scindia had managing agents. In terms of 
the above provisions, they ceased to be managing agents of 
the Eastern Shipping Corporation of Scindia Company. The 
general management of the Eastern Shipping Corporation 
thereafter was entrusted to a Managing Director directly 
appointed by the Government. Subsequently, the share 
capital of Scindia's company was taken over by the 
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Government and the Eastern Shipping Corporation also became 
cent percent or fully government owned public sector. 
SHIPPING CORPORATION OP INDIA LTD. 
As per the recommendations contained in the 38th Report 
of the Estimate Committee of the Lok Sabha, a decision was 
taken by Government to amalgamate the Eastern Shipping 
Corporation Ltd. and the Western Shipping Corporation Ltd. 
The committee gave a suggestion in its report that there 
would be coordination in policy and for better coordination 
there must be analgamation of these both Government owned 
shipping companies. The committee had also recommended that 
for a greater economy and efficient services in long run 
there must be coordination in policy of both the shipping 
companies to achieve the predetermined target laid down by 
the sub-committee of Reconstruction Policy. The Report of 
the Estimate Committee of Lok Sabha came out with an order 
of the amalgamation of these two companies, the Eastern 
Shipping corporation Ltd and the western Shipping 
corporation Ltd in 1961. These two companies, Eastern 
Shipping Corporation Ltd and the Western Shipping 
Corporation Ltd. were merged on 2nd October, 1961 and a 
4. Hand book on the Shipping Corporation of India, 
Published by Shipping House, Head office of the SCI. 
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Madame Caraa Road, Bornbay. new Sector The SHIPPING 
CORPORATION OF INDIA Ltd was formed. On the day of 
amalgamation the authorised capital of the Shipping 
corporation of India was Rs.35 crores and paid-up capital 
of Rs.23.45 crores. The fleet of the Eastern Shipping 
Corporation Coirprised 12 vessels of 0.84 lakhs GRT (0.78 
lakh DWT) on Combining the two fleets SCI commenced with a 
fleet of 19 vessels of 1.39 lakh GRT (1.92 lakh DWT) .^  
Merger of Jayanti With the SCI 
The shipping corporation of India managed the affairs 
of Jayanti Shipping Company Ltd as its managing agents. An 
ordinance was passed by the Jayanti Shipping Company in 
1966, that the management of the company would be taken 
over by the shipping Corporation of India. On 10th June, 
1966 the management of the Jayanti Shipping Company was 
completely taken over by the Shipping Corporation of India 
Ltd. Later by the Jayanti Shipping Company an other 
ordinance was passed in 1971 for the acquisition of shares. 
The Government acquired in public interest all the share 
(288128 shares) of Jayanti Shipping Company and out of 
these, 288028 shares were transfered to the shipping 
5. Hand book on the shipping corporation of India Ltd. 
Published by the head office of the SCI Shipping House, 
Bombay. 
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corporation of India. Therefore, with effect from 17th 
October 1971, Jayanti Shipping Con^any became a siibsidiary 
of the Shipping corporation of India Ltd. For the purpose 
of securing coordination in policy efficiency and 
economical operation and in public interest, Jayanti 
Shipping Company was amalgamated with the Shipping 
Corporation of India on 1st January, 1973 and the entire 
fleet of Jayanti Shipping Company comprising 16 ships of a 
total GRT of 2.95 lakh {4.82 lakh DWT) became part of the 
Shipping corporation of India's fleet. With these ships, on 
the day of amalgation, the fleet of the shipping 
corporation of India was increased to 93 ships of 11.96 
lakh GRT (18.42 DWT). Consequent upon amalgamation the 
losses of the Jayanti Shipping Company amounting to Rs.4.86 
crores (being the debit balance in the profit and loss 
Account of Jayanti as on 31.12.1972 taken over in terms of 
amalgamation order) were obserbed by the Shipping 
corporation of India Ltd. Further, loss in the shipping 
corporation India's investment in the Jayanti Shipping 
Company amounting to Rs.1.62 crores was also obserbed by 
the SCI.^ 
6. Handbook on the SCI, Published by the Shipping House, 
Head Office, Bombay. 
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Merger o£ Mogul Line with the SCI. 
The Government of India have merged the Mogul Line 
Ltd. a Government of India undertaking with the Shipping 
corporation of India on 30th June 1986, and the fleet 
comprising 12 ships of a total 1.51 lakh GRT (2.45 lakh 
DWT) became part of the shipping corporation of India's 
fleet. At the time of merger the Shipping Corporation of 
India's position was increased to 147 ships of total 
32,14,044 GRT (53,22,016 DWT) with total investment of 
Rs.1688.42 crores. Government Scheme on merger provided for 
setting up of three Functional Divisions (Profit centres) 
for (i) Liner Services (ii) Bulk Carrier and Tanker 
Services and (iii) Coastal and Passenger Services. Adjacent 
Services in the Indian Ocean and OSVS, each headed by a 
joint managing Director and continuance of the existing 
three services Divisions for Finance, Technical Services 
and Personnel and Administration each headed by an 
Executive Director. The Scheme envisages full operational 
and financial autonomy to the profit centres with self-
contained Finance, Technical, Commercial and Personnel 
Cells. Consequent upon merger of Mogul Line Ltd. with the 
Shipping corporation of India the various operating 
functions of Mogul Line Ltd. had been placed in the 
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appropriate profit centres of the shipping corporation of 
India. The merger has been effected by an order of the 
Government under the provisions of company Law. 
The shipping corporation of India has grown in all 
directions during the recent years. Its growth particularly 
during the seventies has been very spectacular. The year 
1970 had come with major objectives for the shipping 
corporation of India. The objectives have been divided into 
the following heads and these objectives are the guide line 
for the growth and development of the shipping corporation 
of India Ltd. 
Macro Objectives of Public Sector, the SCI 
1. The macro objectives of the public sector were spelt out 
in the Industrial Policy statement of the Government of 
India made in the Parliament on 23rd December, 1977. The 
statement, inter alia, assigns an expanding role to the 
Public Sector in several fields and envisages its 
further growth. 
!. The Public Sector was developed in India to serve a 
number of Policy objectives. Two of the important 
objectives have been: 
7. History and Growth on the SCI Published by Shipping House, 
Head Office, Madame Cama Road, Bombay, pp.5-6. 
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Development of infrastructure for economic development 
and promotion of self-reliance. 
Shipping is one of the sectors which falls within the 
ambit of these twin objectives. 
3. A strong Piiblic Sector in Shipping is also in^ortant for 
national security to serve and maintain essential 
foreign trade and move men and supplies specially during 
emergencies. 
4. National Shipping is one of the most important 
"invisible" contributors to the country's balance of 
payments and has a special role in promoting exports. 
5. Basic objectives for the Shipping corporation of India 
Ltd. as laid down in October 1972 as follows: 
(i) To acquire own and operate ships on a commercial 
basis so that public sector has an increasing and 
predominant role in Indian shipping. 
(ii) To promote and assist India's international trade 
in general Cargo and bulk commodities like ore and 
oil. 
(iii) To generate surpluses from commercial shipping 
services at a level which, over a period, is 
8. Handbook on the Shipping Corporation of India, 
Published by shipping House, Head Office, Madame 
Cama Road, Bombay. 
comparable to that of surpluses generated by the 
shipping industry of other countries employed in 
international trade. 
(iv) To maximise earnings and savings of foreign 
exchange by increasing participation in national 
sea-borne trade and in international cross trade. 
(v) To develop close relations in the field of Shipping 
with the shipping interest of other countries, 
especially those of developing nations, 
(vi) To provide such assistance to the public sector 
enterprises and to the Government of India in the 
field of shipping as may be required from time to 
time. 
(vii) To operate non-commercial shipping services at the 
direction of the Government of India on behalf of 
the Government. 
Apart from these major and basic objectives of the 
shipping corporation of India, there are some Micro 
objectives also. The policy of the shipping corporation of 
India is influenced by these micro objectives and the SCI 
has been trying to obtain these objectives in near future. 
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Micro Objectives of the Shipping Corporation of India Ltd. 
(i) To develop a diversified fleet for the public sector 
shipping so that: 
(a) It has a dealing and predominant position in the Indian 
Shipping industry. 
(b) It enables the Indian Shipping industry to retain its 
position in the international shipping industry as one 
of the leading fleets from the development world. 
(c) It is able to meet adequately the requirements of trade 
and of users of shipping services. 
(d) It acquires a significant market share in the 
transportation of general cargo and bulk cargoes of 
various types. 
(ii) To provide its clientele efficient and economical 
shipping services, 
(iii) To carry on profitable worldwide business in shipping 
so as to earn a reasonable return on the invested 
capital and generate adequate internal resources for 
investment. 
(iv) To keep modernising and diversifying the fleet of the 
company geared to changing needs of the trade and users 
of shipping services with imphasis on containerisation. 
(v) To maximise contribution to the country's balance of 
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payment through saving and earning foreign exchange, 
(vi) To develop capabilities and to sustain perpetually 
sound, technical and technological knowledge through 
proper training of personnel and by giving them 
suitable exposure. 
(vii) To built up a progressive and resilient organisation by 
reviewing from time to time the organisational 
structure which should provide for well-defined 
objectives and responsibilities and create a suitable 
environment which is conducive to the realisation of 
the company's objectives. 
viii) To develop ship management expertise which can be 
offered to other organisations for mutual benefit. 
ix) To undertake techno-economic feasibility studies for 
various shipping operations and shipping-related 
activities. 
(x) To enter into technological collaborations and joint 
ventures in shipping and shipping related areas keeping 
in view the long term interest of the company. 
(xi) To carry on the activities connected with offshore 
exploration and production of oil, minerals, gas and 
other related areas as well as logistic support 
thereto. 
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(xii) To develop long-term plans to provide adequate growth 
of the activities of the company. 
(xiii) To operate services on behalf of the Government for 
socio-economic reasons as may be directed by the 
Government in the overall national interest. 
(xiv) To provide necessary back-up and supplemental services to 
the effort of the Indian Navy in national emergencies 
and in special situations thereby meeting the country's 
defence needs, 
(xv) To motivate employees towards higher productivity 
through fair wages, sound incentives and appropriate 
welfare schemes and good industrial relations. 
(xvi) To encourage members of schedule caste/schedule tribes 
by giving them preference in employment in the company 
and maintain the percentage of schedule caste and 
schedule tribes employees as per guidelines issued by 
the Government. 
(xvii) To develop among the employees consciousness of the 
environment, active pollution control measures as 
necessary and monitor them, 
xviii) To reinforce the Government's efforts towards promotion 
of social justice to the people at large by formulating 
corporate policies of employment, welfare, workers' 
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participation consistent with Government's policies. 
(xix) To constantly endeavour to conserve energy in respect 
of cotr^ any' s operations. 
(xx) To perform such other functions as the Board of 
Directors of the company may consider necessary 
incidental or conducive to the achievement of the 
Objectives of the Company.^ 
To achieve the above said objectives the shipping 
corporation of India has opted some strategies. The 
important elements of the strategies followed by the 
shipping corporation of India for achieving its objectives 
are : 
rapid expansion of fleet, 
active participation in movement of general and bulk 
cargoes to all parts of the globe, cured oil and 
petroleum products and passengers, 
financing capital outlay of acquisition of ships through 
maximum internal resources and 
measures for rapid development of maritime manpower 
required to operate growing fleet. 
9. History and Growth of the Shipping Corporation of India 
Published by Shipping House, Head Office, Madam Cama 
Road, Bombay 
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ATTAINMENT OF OBJECTIVES 
The shipping corporation of India has achieved its 
objectives to some extend and has been making its efforts 
to attain the objectives in toto. The corporate plans are 
based in the direction of these objectives. The corporate 
planning cycle had always synchronised with the country's 
planning cycle. In tune with the country's trade 
requirement, the shipping corporation of India developed 
its fleet geared to these needs. The following table shows 
the growth and development of the shipping corporation of 
India since inception. This table also shows the growth of 
tonnage of the SCI since beginning and total investment 
made by the corporation.-^^ 
10. Hand book on the Shipping Corporation of India, 
published by the Shipping House, Madame Cama Road, 
Bombay. 
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TABLE - 5 
GROWTH OF FLEET MID TOKNAGE OF TEE SCI 
DATE NO, OF GRT DWT INVESTMENT 
SHIPS (Rs. in crores) 
2.10.1961 19 1,38,598 1,92,319 23.28 
31.3.1962 20 1,45,224 2,03,579 24.24 
31.3.1963 27 2,01,968 2,82,809 29.75 
31.3.1964 30 2,41,898 3,41,891 34.87 
31.3.1965 31 2,49,771 3,55,307 36.37 
31.3.1966 35 3,04,244 4,32,629 44.90 
31.3.1967 43 3,83,484 5,37,650 58.81 
31.3.1968 52 4,52,291 6,47,730 67.85 
31.3.1969 63 5,67,867 8,30,898 88.63 
31.3.1970 71 6,98,800 10,59,735 115.56 
31.3.1971 77 8,66,034 13,55,090 143.06 
31.3.1972 78 8,81,440 13,75,507 150.27 
31.3.1973 95 11,95,223 18,69,086 192.77 
31.3.1974 105 14,39,347 22,99,791 279.02 
31.3.1975 119 19,09,977 31,05,709 433.73 
31.3.1976 129 24,18,984 40,41,783 620.12 
31.3.1977 132 25,07,888 42,01,390 680.56 
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DATE 
31.3.1978 
31.3.1979 
31.3.1980 
31.3.1981 
31.3.1982 
31.3.1983 
31.3.1984 
31.3.1985 
31.3.1986 
31.3.1987 
31.3.1988 
31.3.1989 
31.3.1990 
31.3.1991 
31.3.1992 
31.3.1993 
1.3.1994 
NO. OF 
SHIPS 
139 
143 
140 
147 
146 
143 
142 
158 
143 
138 
126 
126 
126 
126 
127 
123 
124 
GRT 
26,44,666 
28,32,056 
28,36,368 
29,57,535 
30,09,622 
30,06,153 
29,86,274 
33,25,354 
32,12,477 
32,14,044 
28,79,035 
28,92,174 
29,03,469 
2.95 m 
3.01 m 
2.90 tn 
2.98 m 
DWT 
44,23,592 
47,62,464 
47,65,752 
49,13,245 
50,05,443 
50,01,300 
49,66,365 
55,06,109 
53,22,016 
53,39,377 
48,12,524 
48,43,771 
48,67,923 
4.91 m 
4.99 m 
4.81 m 
4.94 m 
INVESTMENT 
(Rs. in crores 
766.20 
905.73 
919.30 
1054.52 
1115.61 
1132.84 
1149.38 
1501.26 
1588.00 
1886.65 
1981.50 
2166.00 
2278.00 
2099.67 
2568.37 
2710.02 
3409.24 
Source: History and Growth, Hand Book on the Shipping 
Corporation of India, Published by the Shipping 
House, Head Office Bombay, p.27 and Annual Report 
of the SCI of the years 1990-91, 1991-92, 1992-93-
94, p.5,p.4 and p.4. 
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The above table depicts the overall growth and 
development of the shipping corporation of India. At the 
time of formation, the cottpany had 19 ships and total 
Gross Registered Tonnage was 1,38,598 (192319 DWT) and its 
total investment was Rs.23.28 crores. This table also shows 
increasing trend of the growth cind development of the 
shipping corporation of India. Its position on 1st August 
1994 was, the total number of ships, 124, total tonnage was 
2.98 million GRT, 4.94 DWT and total investment was 
Rs.3409.24 crores. This company takes a line share in the 
total export/import of Indian Shipping. The Shipping 
corporation of India takes 47.3% alone of total Indian 
tonnage and other 66 companies and Government department 
take the remaining 52.7% of total Indian tonnage. This 
share shows that SCI is a leading company for the 
development of Indian tonnage. 
The shipping corporation of India is not only an 
important aid to trade and commerce of the country but also 
very important earner of foreign exchange for the country. 
Even during the recession period, it has been a net 
earner/saves of much needed foreign exchange. It is an 
acknowledged fact that the shipping corporation of Indian 
earns/savers substantial foreign exchange for the country. 
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Today the country is running under heavy debt trap and in 
this juncture this company is playing a pivotal role to 
earn a handful foreign exchange to meet the country's 
foreign debt. The Shipping corporation of India has been a 
good earner/saver of foreign exchange since inception. In 
1961, when this corporation was formed, at that time it 
earned/saved 2.74 crores and juster a decade this foreign 
exchange went to 35.04 crores. In 1981, after two decades 
this corporation earned a very handful foreign exchange of 
Rs.195.21 crores which helped to meet the country's foreign 
debt. It is to be noted that even during the period of 
recession in the shipping corporation of India, the net 
foreign exchange earnings/savings have been positive. To 
put a glance on the following diagram it may be understand 
easily to know the real position of the shipping 
corporation of India Ltd in the field of earnings/savings 
of foreign exchange which contributes a major portion of 
total earnings/savings of foreign exchange earned by the 
Indian shipping companies. This diagram shows the clear 
picture of earnings/savings of foreign exchange earned by 
the shipping corporation of India Ltd.-^ -^  
11. History and Growth of the Shipping Corporation of India 
Published by the Shipping House, Bombay, p.31. 
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DIAGRAM. NO. 1 
NET FOREIGN EXCHANGE CONTRIBUTION OF 
SCI 
PERIOD: 1990-91 TO 1993-94 
Figures in Rs. Crores 
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Source - 44th Annual Report 1993--94 of 
the Shipping Corporation of India Ltd. 
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The diagram shows an increasing trend of the earning 
of foreign exchange. In 1990-91 the net foreign exchange 
earning was Rs.269 crores and in the year 1991-92 there was 
an additional contribution of Rs.84 crores in the net 
earning of foreign exchange. In 1991-92 total net earning 
of foreign exchange went to Rs.353 crores. The diagram of 
the year 1992-93 also shows a satisfactory growth in the 
field of foreign exchange earning. But the previous year 
1993-94 shows the highest figure. In this year the total 
net earning of foreign exchange is 561 crores. This diagram 
depicts a satisfactory growth of the shipping corporation 
of India in the field of foreign exchange earnings. 
The shipping corporation of India does not only show 
a satisfactory growth in the foreign exchange earning but 
it also shows a satisfactory growth in the total turn over. 
In 1960-61, the corporation was established and in that 
year the total turnover was only Rs.5.67 crores. It was a 
very small figure but after a decade, the single digit was 
converted into two digit means in 1970-71 the total 
turnover came to Rs.64.84 crores. In 1980-81, it increased 
to Rs.501.68 crores and in 1990-91, it presented a 
satisfactory growth in the total turnover. The total 
turnover in 1990-91 was Rs.1151 crores. The following 
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diagram depicts the total turnover of the shipping 
corporation of India from 1990-91 to 1993-94. To see these 
diagrams it will be very easy to understand the trend of 
growth of total turnover and net profit after tax earned by 
the Shipping Corporation of India during these periods.•'•^  
12. 44th Annual Report of the Shipping Corporation of 
India, p.7. 
DIAGRAM. NO. 2 
TURNOVER OF THE SCI 
PERIOD: 1990-91 TO 1993-94 
Figures in Rs. Crores 
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DIAGRAM. NO. 3 
NET PROFIT AFTER TAX OF THE SCI 
PERIOD: 1990-91 TO 1993-94 
Figures in Rs. Crores 
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The above diagram clearly shows an increasing trend 
of the total turnover. In 1990-91, the total turnover was 
Rs.1151 crores and in 1991-92 it goes to Rs.1381.1 crores. 
These figures exhibit a satisfactory growth in total 
turnover of the shipping corporation of India. The year 
1992-93, also shows a positive growth. The total turnover 
of 1992-93 is Rs.1499.2 crores and in 1993-94 is Rs.1580.4 
crores. 
The shipping corporation of India operates in 
practically all areas of the shipping business both 
national and international. It operates a net work of 
global services covering the four continents of the world. 
In fact, the SCI is the only Indian shipping line offering 
worldwide container and break-bulk liner services. 
The liner services are monitored rigorously and 
suitably restructured and rationalised in order to provide 
a better services to the trade. Presently, the sectors 
operated by the shipping corporation of India/USA, 
India/UK, India/Japan, India/Black Sea, Mediterranean and 
India/East Africa. The shipping corporation of India's 
fleet of bulk carriers caters to a major portion of India's 
bulk trades. Thus, in dry bulk trades like export of iron 
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ore, import of cooking coal, fertilisers etc it has a 
significant presence. The share of the SCI in Indian lines' 
share in carriage of iron ore exports to Japan has risen 
considerably from 54% in 1985-86 to 69% in 1989-90.,"^^ 
The tanker fleet of the shipping corporation of India 
transports almost all of India's crude oil and a major 
portion of petroleum products thereby making the country 
self-reliant in the transportation of this crucial 
commodity over 95% of Indian crude oil imports are lifted 
by the SCI tankers. Carriage of petroleum products imports 
has also increased substantially growing from 4 lakh tonnes 
in 1984-85 to about 7.5 lakh tonnes in 1990-91. 
In addition to international operations the shipping 
corporation of India also operates domestic passengers-cum-
cargo services between the mainland and Andaman and 
Lakhshadweep group of islands. These services are run on 
behalf of the Government. At present the SCI has placed 
orders with a polish shipyard differ construction of 3 
passenger-cum-cargo vessels on behalf of the Andaman and 
Nicobar Administration orders have also been placed for 2 
high speed boats and 4 self-propelled cargo barges on 
13. Handbook on the shipping Corporation of India Ltd, 
Published by Shipping House, Bombay. 
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behalf of the union territory Lakhshdweep Administration. 
The shipping corporation of India also operates the Haj 
pilgrimage service on behalf of the Government between 
Bombay and Jeddah during the Haj season. 
The shipping corporation of India has diversified 
into the offshore marine business in a big way and today 
provides vital offshore support services to the Indian oil 
industry in the quest for indigenous offshore oil 
exploration. 
Its fleet of 10 OSVs are on long term charter with 
the ONGC ever since their acquisition in 1984. The shipping 
corporation of India also manages 10 specialised 
ships/drillships on behalf of the ONGC and also has given 
on charter 2 jack-up rigs to the ONGC. These management 
contracts have been own by the shipping corporation of 
India against stiff global competition. The SCI has 
developed considerable expertise in offshore operations and 
during the 8th plan period it is expected that all offshore 
operations would be performed by the shipping corporation 
of India's personnel in owned as well as managed ships. 
14. 41st Annual Report 1990-91 on the Shipping Corporation 
of India Ltd, Bombay. 
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Apart from owning and operating ships the shipping 
corporation of India has also developed into a major ship 
management company managing and manning 26 ships on behalf 
of other organisations and Government Departments. The 
managed fleet comprises a variety of ships including 
offshore supply vessels, multipurpose vessels, well 
stimulation vessels, offshore drilling units, seismic 
surveys vessels, sniffer survey ships, lightships, 
scientific survey vessels, passenger-cum-cargo vessels 
etc.15 
The diversification has been a key thrust area of the 
shipping corporation of India to maintain its competitive 
edge in the national and the internacional shipping 
business. The emphasis is now on rapid diversification into 
specialised high tech .areas of the shipping business. 
During the 7th plan period, the shipping corporation of 
India placed orders for 5 specialised vessels. Two of these 
vessels, which have been delivered during the last three 
months, are the first two specialised gas carriers in the 
Indian fleet. These vessels are capable of carrying 
liquified petroleum gas or liquid ammonia at minus 51 
15. Hand book on the shipping corporation of India Ltd 
Published by the Shipping House, Bombay. 
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degrees centigrade. These vessels are presently employed in 
international cross trade and would be brought into the 
Indian circuit when imports from the Gulf region 
recommence. The other three vessels are phosphoric acid 
carriers which are presently under construction with a 
Spanish Shipyard. The first of this 30,900 DWT. phosphoric 
acid carrier is expected to be delivered in near future and 
the remaining two in the next year. The delivery of these 
ships will usher the shipping corporation of India into yet 
another highly sophisticated area of operations.-^^ 
SHIP ACQUISITION DURING PLAN PERIOD 
(1992-93/1996-97) 
The Government of India has allocated a total outlay 
of Rs.3,400 crores for the shipping sector for the Eighth 
Plan period out of which Rs.lOO crores is reserved for 
light-houses and light-ships. The balance of Rs.3,300 
crores is reserved and lightships. The balance of Rs.3,300 
crores is reserved for ship acquisition programme during 
the Eighth Plan period. Within the above stipulation, the 
shipping corporation of India has drawn up plans for 
16. History and Growth of the Shipping Corporation of India 
Ltd Published by the Shipping House, Bombay, p.10. 
acquiring 79 ships aggregating 28.34 lakh DWT, at a total 
investment of Rs.5,100 crores, subject to availability of 
funds. The acquisition policy of the shipping corporation 
of India is one of the consolidation with selective 
replacement and diversification and expansion to meet with 
the country's requirements. In keeping with this policy, 
the ships to be acquired during Eighth Plan period 
including crude Cankers, Product Tankers, Specialised Gas 
carriers. Bulk Carriers, container vessels, Roll on Roll 
off vessels, specialised offshore and Diving vessels and 
others. The ships to be acquired would be based on the 
tonnage acquisition criteria laid down by the Tonnage 
Acquisition Committee under the chairmanship of the 
Director General of shipping as well as trade 
opportunities. 
The shipping corporation of India has all ready 
acquired 4 vessels (2 Bulk carriers and 2 General Cargo 
Vessels) and 4 Crude Tankers of 1,40,000 DWT size are on 
order, due for delivery during the current financial year. 
These 8 vessels form a part of the 97 vessels planned for 
acquisition by the shipping corporation of India during the 
Eight Plan period. In addition to these during the 
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financial year 1993-94, The shipping corporation of India 
took delivery of 3 cellular container vessels and 2 Product 
Tankers which were ordered prior to contmencetnent of Eighth 
Plan period. It also took delivery of one bulk carrier of 
about 26,000 DWT.-'-'^  The shipping corporation of India did 
not lack in its efforts in finding new markets for 
employing its ships. Consequently number of bulk carrier 
were successfully en^loyed in cross trade. 
The shipping corporation of India has adopted an 
aggressive marketing strategy to increase its share in the 
carriage of the country's liner cargo. One of the important 
ingredients of this strategy is a policy decision taken by 
the shipping corporation of India to bid for handling 
contracts of Inland container Depots and container Freight 
Stations. This will not only help the shipping corporation 
of India in securing a better contact with shippers at the 
grass root level but also enable the shipping corporation 
of India to provide a door to door service to its 
customers. At present the shipping corporation of India is 
operating from 13 Inland Container Deports and Container 
Freight Stations located at different places in India like 
17. 44th Annual Report 1993-94 of the Shipping Corporation 
of India Ltd. Bombay, p. 15. 
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Delhi, Ludhiana, Moradabad, Ja ipur Varanasi, Pune, 
Ahmedabad, Bangalore, Coimbatore, Guntur, Anadparti, 
Guwahati and Hyderabad.^° 
Another key thrus t area iden t i f i ed by the shipping 
corporation of India i s greater computerisation and 
upgradation of communication systems. The Shipping 
Corporation of Ind ia ' s ships are equipped with 
sophist icated communication equipment and a modern, fourth 
generation computer system has been i n s t a l l e d in the head 
office a t Bombay. This computer wi l l be l inked with 
shipboard computers using s a t e l l i t e communication l inks 
thereby bringing the ships and the shore c loser together . 
The main-frame computer would a lso be networked with a l l 
the shipping corporation of Ind ia ' s off ices in India to 
serve the t rade b e t t e r . Increased off ice automation has 
also been in the form of i n s t a l l a t i o n of e lec t ron ic 
telephone exchanges in the shipping corporation of I nd i a ' s 
offices having capabi l i ty of voice and data t r ans fe r . The 
shipping corporation of India i s a lso s e t t i ng up an 
18. History and Growth of the Shipping Corporation of India 
Ltd., Bombay, p .12. 
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automatic message switching system for its talex and 
teleprinter system in Bombay. ^  
In addition to this, the shipping corporation of 
India has kept pace with the latest technology in tanker 
operations and to meet with the latest rule requirement 
with regard to minimise marine pollution. It has also taken 
step to acquire double hull tankers in replacement of the 
existing old and aged single hull tankers. To minimise the 
fuel expenses, the new ships are installed with Aux-Engines 
which are capable of burning heavy fuel oil instead of 
diesel oil. This concept of unifuel system for main engine 
and Aux-Engine is a modern concept which is being 
introduced steadily in the shipping corporation of India's 
fleet. Installation of shaft generators are also being 
applied as and where possible for the new buildings. This 
reduces the fuel consumption and also saves on running 
hours of aux-engines, which in turn reduces consumption of 
20 spares.''" 
ORGANISATIONAL STRUCTURE 
The word organisation is a dynamic process and a 
managerial activity which is necessary for bringing people 
19. Handbook on the shipping Corporation of India Ltd, 
Published by Shipping House, Head Office, Bombay. 
20. 44th Annual Report 1993-94 of the Shipping Corporation 
of India Ltd. Bombay, p.16. 
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together and tying them together in a pursuit of common 
objectives. It refers to the structure of relationship 
among positions and jobs which is built up for the 
realisation of common goals. It is also called a vehicle 
through which goals are sought to be attained 
'organisation, has become so pervasive in the modern 
society that it has attracted the attention of a variety of 
intellectuals from different fields of study. It transforms 
severals types of inputs into certain desired kinds of 
outputs that become the products and services for the 
several segments of society. 
An organisation involves large number of people 
interrelated and interdependent and such interrelation and 
interdependency can be provided by creating an organisation 
structure. Thus after determining the type of 
administrative system for the organisation, it is logical 
to proceed for creating the strxicture for ±t. Structure 
means to fix patterns of interacting and coordinating the -
technological and human elements of the organisation. It 
21. Rubenstein, Albert H: Some Theories of Organisation D.B 
Taraporevala Sons & Co. Private Ltd., 210 Dr. Dadabhai 
Naoroji Road, Bombay, 1975, p.2. 
22. Prasad, L.M: Organisation Theory and Behaviour, Sultan 
Chand & Sons, 23, Daryaganj, New Delhi, 1987, p.41. 
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refers to the relatively fixed relationship that exist 
among the employees of an organisation. 
Organisation structure is also viewed differently by 
various others. Some regarded it as a network of 
relationships, a blue-print of how the management will take 
the various functions and activities to be assigned and 
connected together. Some look upon it as a social system, 
consisting of the human relationships existing among people 
performing different activities. Some other authors say, an 
organisation is a system with inputs (men, materials and 
machines) and processes through which these are converted 
into outputs (e.g. goods and services) . The main thr^ ist of 
all these views is that an organisation structure consists 
in making a rational division of work into groups of 
activities and tying together the position representing 
grouping of activities so as to achieve a rational, well 
co-ordidnated and orderly structure for the accomplishment 
of work. A great management thinker Mr. Urwick has stated 
in his own language, organisation structure as determining 
what activities are necessary to achieve any purpose and 
23. Gibson, Ivacevich & Donnelly: Organisations, Business 
Publications, INC Dallas, Texas, 1973, p.113. 
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arranging them in groups which may be assigned to 
individuals.^^ 
The concept of organisation structure is the pattern 
in which various parts or components are interrelated or 
interconnected to establish a congenial relationships among 
components or parts of the organisation. This also 
prescribes the relationships among various positions and 
activities of individuals in the organisation. It consists 
of the structure of relationship, responsibilities and 
authorities through which a business can achieve its 
objectives. The need of organisation structure arises 
because large numbers of people are associated in achieving 
organisational objectives. They perform a number of 
functions and there must be a plan for the systematic 
completion of the work of each specialised job so that the 
total activities accott^ jlish a single objectives. 
To the layman, the words, 'organisation structure' 
bring to mind the organisation chart used by most private 
and public organisation for appreciable size. The 
organisation chart and any associated position provide 
24. Bhushan, Y.K: Fundamentals of Business organisation & 
Management, Sultan Chand & Sons, Educational Publishers 
23, Daryaganj, New Delhi, 1993, p.57. 
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important information on organisation structure. ^ The 
basic purpose of organisation structure should be the 
necessary activities are performed, no unnecessary 
duplication in performing necessary activities and various 
activities are performed in a synchronised and coordinated 
way. Any organisational structure fulfilling these 
requirements is suitable for the organisation. An 
organisation structure is a dynamic and not a static 
because there is a continuous change in environment, 
technology and organisational climate. There can not be a 
particular organisational structure which can be suitable 
for all organisations. This, what might be a suitable 
structure for one organisation may not be for another 
organisation even in the same industry. The suitability 
will be determined by the satisfaction of the requirements 
of various forces like environment, technology, size and 
people, and these conditions are likely to vary from 
organisation to organisation. 
Though organisation structure is composed of both 
formed and informal structures through which decisions and 
instructions flow downwards and reports flow upwards as 
25. R\ibenstein, Albert H: Some Theories of Organisation, 
1975, pp.63-64. 
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feedback for managerial control. The structure and 
functioning of organisation are the deliberate result of 
strategic choice by organisational administrators. It is 
useful to make distinction between basic structure and 
operating mechanism while taking decisions about 
organisational design. Designing of basic structure 
involves, how the work of the organisation will be divided 
and assigned among positions, groups, departments, 
divisions and how the necessary coordination to achieve 
organisational objectives will be achieved. 
Now our attempt proceeds to critically examine and 
evaluate the organisational structure of the shipping 
corporation of India Ltd. which is Seizing every 
opportunity to achieve the basic objectives. 
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ORGANISATIONAL STRUCTURE OF THE SCI 
The organisation structure of the shipping 
corporation of India is a dynamic. Over the years, it has 
grown in size and complexity. The process of adaptation and 
innovation continues-partly dictated by market forces, 
partly by developments in shipboard and managerial 
technology and partly motivated by the ambition to continue 
to diversify into new areas of business. The shipping 
corporation of India operates through its head quarter 
which is situated in Bombay at the shipping House. In 
addition to this there are four regional headquarters at 
Delhi, Calcutta, Bengalore and Vishakhapatnam which control 
their own regions. 
During the seventies, the shipping corporation of 
India expanded its fleet in a large major and diversified 
from predominantly a liner fleet into cargo liner-tanker-
bulk carrier-combination carrier fleet, commercial 
activities of the shipping corporation of India also 
increased in tune with the change in composition of its 
tonnage. While the shipping corporation of India was so 
expanding, the shipping industry began to face severe 
recessionary trends. The shipping companies the world over 
were adversely affected. The shipping corporation of India 
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has been no exception. To meet the new challenges faced by 
the shipping corporation of India in view of its expanded 
tonnage and new type of ships as well as to meet 
recessionary trends which had affected international 
shipping, a new management structure was evolved in mid 
1978 in consultation with Indian Institute of Management, 
Ahmedabad. The basic purpose of this re-organisation was to 
design a structure which would facilitate performance of 
various tasks to achieve the objectives of the shipping 
corporation of India and would also provide a much stronger 
organisational base for operating divisions by grouping 
them into profit centres. The philosophy behind re-
structuring of the organisation has been to create well 
segregated, clearly identifiable and well defined areas of 
responsibilities in respect of corporate functions which 
cover, preparation of strategic plans for the growth of 
operating activities and tonnage and functions which relate 
to producing operating results with responsibilities 
resting near the scene of operations.^ 
Under the re-organisation, the main functions in the 
shipping corporation of India have been broadly grouped 
26. Hand book of the Shipping Corporation of India Ltd 
Bombay. 
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under five divisions which include two profit centres 
covering liner and passenger and bulk carrier and tanker 
operations. Each of these five divisions is headed by an 
Executive Director at corporate level of management forming 
a corporate group. The corporate group works under the 
direction and control of the Chief Executive of the 
shipping corporation of India namely Chairman and Managing 
Director. The establishment of the corporate group has 
ensured a closer team work leading to better and efficient 
administration of the fleet. 
Since then, the operating functions have been 
regrouped into three profit centres namely Liner Services, 
Bulk Carrier and Tanker Services and Coastal and passenger 
services, Adjacent Services in the Indian Ocean and OSVs, 
each headed by joint Managing Director. There are three 
Services Divisions also namely Finance, Technical Services 
and Personnel and Administration each headed by an 
Executive Director.^'' The head office frame the basic 
policy and supervise the overall performance of the 
corporation. The Board of Directors may exercise all 
administrative powers to form strategy and policy for the 
27. Hand book on the Shipping Corporation of India Ltd 
Bombay 
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corporation. The Chairman and Managing Director is the 
Chief Executive of the Corporation and he is assisted by-
various Joint Managing Directors and Executive Directors of 
various heads. 
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LINER SERVICES 
This services headed by Joint Managing Director. It 
operates a network of global liner services covering 
India/UK-continent, India/Japan Far East Sector, 
India/Black-Sea Sector, India/Mediterranean Sector and 
India/Mauritius Sector. On the India/UK continent sector, 
the cargo movement has been encouraging. On the India/Far-
East Sector, Strengthening of the Japanese Yen has resulted 
in sluggishness of Cargo movement from Japan to India 
overall, in term of Cargo Volumes, the market has been 
buoyant and whenever the liner services have not been able 
to cover Cargoes on own ships for operational reasons in 
order to meet the critical requirements mainly of Public 
Sector units and it has provided a suitable space charter 
arrangement to cover such Cargoes. ° 
BULK CARRIERS AND TANKERS 
This department is headed by Joint Managing Director. 
The versatile fleet of bulk carriers are caters to a major 
portion of India's bulk trades. The year 1993-94 has been 
declining trend in freight levels of the bulk cargo sector 
although there has been seasonal improvement during 
April/May 1993. The Baltik Freight Index which was 1373 
28. 44th Annual Report 1993-94, Bombay, p.9 
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during March and quickly risen to a peak level of 1642 
during last week May 1993 and thereafter has been a gradual 
decline during the rest of 1993-94 reaching the lowest of 
1117 during March 1994. The iron ore imports by Japan in 
fiscal 1993 totalled 113 million tons which has been 
gradually dropping for the fourth consecutive year since 
1989 when it was at a peak level of 126 million tons. The 
fall in demand reduced the prices of ore as well as the 
freight levels and the market is expected to remain 
depressed unit second half of 1994-95. 
The tanker fleet of the shipping corporation of India 
transports almost all of India's crude oil and a major of 
petroleum products thereby making the country self-reliant 
in the transportation of this crucial commodity. As regards 
international tanker market there were wide fluctuations in 
the spot market rates reaching their peak during August 
1993 and lowest by March 1994. 
COASTAL AND PASSENGER SERVICES 
This department is headed by operational Executive 
Director. In October 1993, Coastal and Passenger Service 
Division was bifurcated for better co-ordination and 
operational viability of the corporation offshore 
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Department was put under Technical Services Division and 
Passenger Services Department was put under Liner Division. 
The offshore marine business in a big way and today 
provides vital offshore support services to the Indian oil 
industry. Passenger services are operated between Mainland 
and Andaman-Nicobar Island with owned as well as 
managed/Chartered tonnage on behalf of the Andaman-Nicobar 
Administration on full relimbersement basis. The operating 
Executive Director is assisted by various subordinate 
officers of the department. ^  
FINANCE DEPARTMENT 
Finance Department is headed by the Financial 
Executive Director and at regional level regional Finance 
Manager. This department deals with all the financial 
aspect of the corporation. In Head Office there are various 
financial executives like Finance Manager, Deputy Finance 
Manager, Finance Officer, Assistant Finance officers. 
Auditors etc. There all executives work under the Financial 
Executive Director and he is also responsible to the Chief 
Executive e.g. Chairman and Managing Director of the 
corporation. 
29. 44th Annual Report 1993-94 of the Shipping Corporation 
of India Ltd, Bombay, pp.9-11. 
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TECHNICAL DEPARTMENT 
The Technical Department is headed by the Technical 
Executive Director. Under this department there various 
subdepartments like Engineering Department while deals with 
all technical persons like engineers, Engine Department. 
Fuel Department etc and all those subdepartments are 
controlled by the Technical Executive Director and each 
department is headed by the Departmental Manager or head. 
Engine Department has many officers like petty officers, 
oilers, water tenders, stokers, firemen, and wipers are 
responsible through the successive ranks to the Chief 
engineers to the vessels and they, in turn, are responsible 
to the Technical Executive means Technical Manager of the 
Department for the performance of the propelling machinery 
and fuel consumption. 
PERSONNEL DEPARTMENT 
The Personnel Department is headed by Personnel 
Executive Director. This department deals with the proper 
recruitment, selection, promotion and arrangement of 
various training programme for the development of crews and 
other personnels who are recruited fresh as well as old 
30. Hand book on the Shipping Corporation of India Ltd 
Bombay, p.24. 
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Staff. Under this department there are various 
subdepartments like Recruitment Department, Promotion 
Department, Training Department etc and each department is 
headed by the manager of the department. 
INDUSTRIAL RELATIONS DEPARTMENT 
This department is headed by the Industrial Relations 
officer. It is very important in any organisation to create 
friendly and congenital atmosphere within the organisation. 
During the year 1993-94, the Industrial Relations in the 
Shipping Corporation of India were cordial with shore 
employees. There were no instance of direct action to the 
employees. Management have been holding discussion with 
officers. Associations and staff unions periodically. The 
industrial harmony has considerably helped to achieve all 
round progress in all activities. The wage settlement of 
shore employees both, with officers Associations and Staff 
Unions have expired on 31st December 1991. The charter of 
demands submitted by the staff unions and officers 
Associations are under active consideration and first round 
of negotiation has already been completed with the staff 
unions. The shipping corporation of India has given high 
31. 42nd Annual Report 1991-92 of the Shipping Corporation 
of India Ltd., Bombay, p.14. 
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priority to welfare of eii^ loyees and their families also. 
There is well maintained canteen and Dispensary for the 
benefit of the employees. Sports activities are also 
encouraged and special concessions are given to employees 
who participate in sports. Incentive for adoption of small 
family prizes and scholart-hips for meritorious children of 
the employees and periodical medical check up are some of 
the activities which create congenial and cordial 
atmosphere in the organisation.•^ '^  
HDHAN RES0X7RCE DEVELOPMENT IN THE SCI 
Organisation has many resources but the "Human 
Resource" is its best and important resource. If it would 
be developed into a well-trained, multi-skilled, highly 
motivated work force with high productivity, quality and 
competitiveness in the global environment, then there is no 
reason why an organisation should not succeed. In fact 
Human Resource Development plays an important part in the 
success of any organisation. India has the second largest 
population in world and the third largest number of 
scientifically and technically qualified manpower. Since 
1991, with the sweeping changes in outlook and policies, 
32. 44th Annual Report 1993-94 of the Shipping Corporation 
of India Bombay, p.16. 
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globalisation and liberalisation are being ushered-in, in a 
big way. This brings about a tremendous potential for 
'Human Resource Development' when the outlook turns global, 
as both Competitiveness and demands increase. 
Shipping industry is considered to be the most 
international industry and the impact of globalisation with 
particular reference to human resources, has been felt 
since a long time. Indian officers and crew have been 
taking employment in both Indian and foreign flag vessels 
and thus the world fleet is available to them, as their 
employment market. The human factor in shipping is also 
particularly important as investigation of most accidents 
and pollution incidents have shown that 80 percent of the 
cause is contributed by a human factor. 
Human Resource Development of shore personnel 
requires special attention. A multi-disciplinary team of 
well qualified professionals are required to work together 
in a harmonious team to manage and operate the fleet and 
also take very good care of fleet personnel. There are two 
main aspects with regard to Human Resource Development in 
shipping for fleet personnel, namely, manning and training. 
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MANPOWER PLANNING 
Manpower planning for fleet personnel is a very 
important task to be carried out in every shipping company. 
It takes into account the fleet strength, changes in the 
fleet strength, the number of posts available, leave 
reserve and therefore the number of fleet personnel to be 
maintained on the rolls. It also involves working out the 
number of vacancies to be filled in due to wastage, drift 
of personnel to other shipping lines, personnel taking 
shore jobs, retirement etc. Manpower planning has to be 
carried out on an annual basis giving projections for the 
next 5 years, as by the time recruitment, training and 
sufficient expertise is gained before personnel can 
effectively perform. This makes the task of manpower 
planning very difficult. Moreover fleet personnel are very 
depending upon the market situation, they are free to take 
employment in any shipping line in the global market. The 
situation gets further aggravated as a majority of ship's 
officers don't stay at sea sor more than 15 years. However 
there is no escape from manpower planning as the ships have 
to be properly manned for their safe, pollution free and 
efficient operations. This also puts tremendous pressure on 
Human Resource Development for fleet personnel. 
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HUMAN RESOURCE DEVELOPMENT FOR SHORE PERSONNEL 
The shore personnel plan manages the operations of 
ships. The shipboard and the shore team have to work in 
unions for the success of marine adventure. Thus, Human 
Resource Development of shore personnel also plays an 
equally important role. Human Resource Development of Shore 
personnel is elaborated below, in the context of 
globalisation of shipping. 
Functfons of Shore Personnel 
In any shipping organisation, the functions carried 
out by shore personnel, can briefly be summarised as 
follows: 
Commercial operations 
Technical operations 
Chartering 
Financial Management 
Management Information System 
Insurance Management and claims 
Sale and Purchase of Vessels 
Contracts for supply of Stores, Spares and other 
Services 
Computer and communications 
Personnel Management and Administration 
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Public Relations 
- Other Services (Civil and electrical maintenance, 
fire and security etc.) 
It will be observed from the aforesaid that in order 
to carry out the cibove functions, the organisation would 
require to induct professionals from various disciplines 
namely: 
Commercial officers (graduates from various 
disciplines including commerce and business 
management) 
Financial officers (Chartered accountants, cost 
accountants and financial management graduates) 
Naval Architects 
Technical superintendents (Master mariners and 
marine engineers) 
Computer professionals 
Insurance officers 
Shipping economists 
Graduate assistants etc. 
Thus shore personnel cover a wide spectrum of 
professionals, graduates and specialists. Traditionally 
shore personnel in shipping organisations have been trained 
whilst on the job and generally pick-up skills and 
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expertise by experience whilst actually performing their 
jobs. Shore personnel are a heteroge group of multi 
discipline professionals graduates and therefore there is a 
greater demand on Human Resource Development with regard to 
teamwork, discipline, managerial skills, leadership, 
communication, group dynamics and human relations. -^  
The shipping corporation of India has always 
considered human resources as its most valuable assets. In 
order to provide continuing development and to maintain its 
human resources abreast of technological developments, the 
shipping corporation of India setup its Maritime Training 
Institute. Shipping Management has several specialities, 
intricacies and technicalities. University graduates have 
very tittle exposure to shipping, before joining a shipping 
company. Therefore shipping organisations have to depend on 
the job training of their shore personnel. Further, it is 
also not possible to depute personnel on long duration 
shipping courses. 
33. Paper presented on the Human Resource Development in 
the Shipping Corporation of India Ltd., at the 
National Maritime Day Seminar in Bombay on 4 April 
1994 by Mr. S.P. Mohile, Director Shipping Corporation 
of India, Published in Indian Shipping, Bombay Vol.46, 
No.4, 1994, p.19. 
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In order to overcome to the afore-said short coming 
in Human Resource Development of Shore-personnel. Maritime 
Training Institute has developed a number of short 
intensive courses. The courses offered are not only for the 
shipping corporation of India's personnel but are open to 
entire maritime industry. With regard to Human Resource 
Development offshore personnel the Maritime Training 
Institute offers the following short courses. 
- General Shipping Management 
- Containerised Shipping Management 
- Coast Control in Shipping Management 
- Finance Management in Shipping 
- Management Development Programme 
- Junior Management Development Programme 
- Practical Aspects of Chartering Management 
- Risk Management and Insurance 
- Computer Applications 
In the year, the Maritime Training Institute 
Continued to meet all the in-house training requirements of 
the Shipping Corporation of India and also part of the 
training requirements of the maritime industry 7644 
personnel were trained at Maritime Training Institute in 
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383 courses during the year 1993-94. This included 88 
Graduate-Entry Trainee Nautical officer Cadets in two 
batches and also 20 Graduate-Entry Trainee Engineer officer 
cadets in one batch. A one day Senior on 'Retirement 
Planning' was organised at Maritime Training Institute and 
issues pertaining to social, financial, physiological and 
psychological adjustments were discussed. In order to 
enhance the use of Hindi, 2 Hindi Workshops were conducted 
at Maritime Training Institute for employees to acquire 
working knowledge of the language. 
In order to overcome the shortage of chief-officers 
in the fleet, 20 second officers (who had completed at 
least six months sea services after obtaining Second Mate 
Certificate of competency) had attended a Mate Dispensation 
course from 28th June to 17th July, 1993. 
Therefore, the corporate structure has built in 
flexibility to provide for an additional Division in future 
if required to respond to the Changing requirement of the 
shipping corporation of India's operations. 
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CONCLUSION 
In conclusion it may be observed that the shipping 
corporation of India takes a major share in the total 
Indian tonnage. It takes 47,3 percent of total tonnage. It 
is also a good earner of foreign exchange. In 1993-94, it 
earns total Rs.561 crores of foreign exchange. 
It is committed to serving the nations not only to 
play a crucial role in the development of export/import of 
the country but to provide a second line of defence to the 
nation. The shipping corporation of India is one of the 
growing corporations in India. In 1961, it was operated 
with a fleet of 19 vessels of 1.39 lakh GRT. But in 1994, 
it is operating with 124 vessels and 2.98 lakh GRT. At the 
time of incorporation, it had a authorised capital of Rs.35 
crores but now it has Rs.350 crores. These figures exhibit 
a satisfactory growth of the shipping corporation of India. 
It operates in practically all areas of the shipping 
business both national and international. It operates a 
network of global services covering the four continents of 
the world. 
This chapter also highlights the organisational 
structure of shipping corporation of India. It has 
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different departments headed by different executives. At 
last this chapter critically examines and discusses in full 
length the Industrial Relations and Human Resource 
Development in the shipping corporation of India and its 
role to develop the human resources in the organisation. 
In the next chapter, an attempt will be made to 
critically examine and evaluate the financial performance 
of the shipping corporation of India with a number of 
parameters of performance appraisal. 
CHAPTER 4 
FINANCIAL PERFORMANCE OF THE 
SHIPPING CORPORATION OF INDIA 
AN APPRAISAL 
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CHAPTER - 4 
"FINANCIAL PERFORMANCE OF THE SHIPPING CORPORATION OF INDIA 
- AN APPRAISAL" 
In the preceding chapter an attempt has been made to 
critically examine the growth and organisational structure 
of the Shipping Corporation of India Ltd. During the 
discussion it has been noted that the overall growth of the 
SCI is satisfactory but not upto the mark. It was also 
noticed that the structure of the corporation needs further 
re-adjustments keeping in view the vital area of its 
operation. This Chapter will critically evaluate and 
highlight the financial performance of the SCI. 
In modern economy, finance may be defined as the 
provision of money at the time it is wanted. The ambitious 
plans of a businessman would remain mere dreams unless 
adequate money is available to convert them into reality. 
In the early stages of industrial development, capital was 
not of much consequence and the financial requirements of 
business were limited. The methods of production were 
extremely simple and the tools and equipments were crude 
and inexpensive. Labour was more important, relatively, 
than capital. Production could, thus, be termed as labour 
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intensive. Under such a set up finance didnot pose a big 
problem. As industries grew, the methods of production 
became increasingly complex and round about, the tools and 
equipment became more extensive and the financial 
requirements of industries also grew. The Industrial 
Revolution changed the every nature of industry. Production 
began to be carried on a mass scale for national and 
international markets. This necessitated the use of huge 
and complex machinery and very large quantities of raw 
materials. Manufacturing operations had to be conducted in 
big factories employing a large number of workers whose 
paybills had to be met regularly in advance of the actual 
sale of products. All these developments made industry 
capital intensive and capital became the most important 
factor of production. 
Capital is only one of the factors necessary for 
business success. It includes not only getting the capital 
in the proper amounts, at the right times, and under 
favourable conditions, but-investing and using the capital 
and disposing of the profits arising from the investment 
and use. 
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Mr. L. Rohe Matter has rightly said that to acquire 
capital sometimes is surprisingly easy, to use it 
efficiently is difficult.^ 
It is in the context of this significant of finance, 
we will discuss in detail the financial performance of the 
SCI. It will be seen as to how the vast resources make 
available which have been used & utilised by it. 
The shipping corporation of India has reported good 
improvement in its performance during 1993-94. The gross 
earnings for the year totaling a record Rs.l580 cores 
{Rs.1499 crores in previous year) and net profit after tax 
Rs.167 crores (Rs.l43 crores in previous year) despite 
turbulent market conditions and burgeoning international 
competition. The shipping corporation of India has been 
contributing increasingly to the national exchequer and the 
company has been paying dividend to the Government, who is 
its major shareholder. During the year 1993-94, the gross 
earnings of the company stands at Rs.l580 crores, which is 
the highest in all the preceding years and in the same year 
Directors recommend payment of dividend at the rate of 15% 
1. Walter, L. Rohe: Business Finance, McGraw-Hill Book 
Company, INC, New York, 1949. 
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absorbing a sum of Rs.42.35 crores. 
The shipping corporation of India's programme for the 
8th Plan (April 1992 to March 1997) envisages acquisition 
of 79 ships aggregating 28.34 lakh dwt in tonne with its 
desire to maintain a modem, well diversified and efficient 
fleet. During 1992-93, it inducted 4 vessels in the fleet 
and had placed orders for 4 Suezmax Crude Tankers at a 
price of US $65.53 million each. At the beginning of the 
year 1993-94, it had 9 vessels on order comprising 3 
cellular container ships, 2 product Tankers and 3 bulk 
carriers. The investment involved in the targeted 
acquisition is estimated at around Rs.5100 crores, of which 
the Government of India has allocated a total outlay of 
Rs.3,400 crores for the Eight Plan period.-^  
FINANCIAL PERFORMANCE OF THE SCI 
The shipping corporation of India is a capital 
insentive unit. It has a huge investment in Purchasing 
indigenous ships as well as foreign ships. At present it 
has a total authorised capital of Rs.350 crores. 
2. Annual Report 1993-94 of the Shipping Corporation of 
India, p.8. 
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Capital Structure 
The term capital structure refers to the relationship 
between the various long term loans and equity share 
capital including reserves and surplus. Financing is a very 
crucial problem to fix a proper ratio between long term 
fixed interest bearing debt and equity share capital. The 
long term fixed interest bearing debt is employed by the 
organisation to earn more from use of these sources than 
their cost to increase the return on owner's equity. It is 
true that capital structure do not affect the total earning 
of the corporation but it can affect the share of earnings 
available for equity shareholders. The capital structure of 
the SCI is being discussed in full length as follows. 
The shipping corporation of India was a fully 
government owned company initially but now the government 
has disinvested 29 percent of its shares and the 
governmental shares would be reduced to 71 percent. It has 
a total authorised capital of Rs.35,000 lakhs which has 
been divided into 35,00,00,000 Equity Shares of Rs.lO each. 
Out of these 26,46,12,870 Equity Shares have been issued 
and subscribed by the government of RslO each fully paid up 
3. Indian Shipping, Vol.45, No.9 Bombay, 1993, p.5 
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and 1,76,89,540 Equity Shares of Rs.lO each fully paid up 
and 10 Equity Shares of Rs.lO each, Rs.9 paid up for 
consideration other than the cash. This amount is not 
sufficient for this giant capital insentive company. This 
company has taken loans from many financial institutions 
and bodies like from Government of India (formerly Shipping 
Development Fund Committee) against mortgage of a part of 
the Fleet and Assignment of Work in progress in respect of 
Ships under construction, of Rs.63761 lakhs. The State Bank 
of India has also granted loans of Rs.25,817 lakhs to the 
SCI and this loan has been guaranteed by the government of 
India formerly Shipping Development Fund Committee. The 
Shipping Corporation of India has not taken loan only from 
Indian Financial Institutions but has also taken loan of 
Rs.15725 lakhs from foreign Bank against mortgage of 
certain vessels. 
The following figures show the clear picture of the 
capital structure of the Shipping corporation of India. 
Authorised Capital 
35,00,00,000 Equity Share of Rs.lO each 35,000 lakhs 
Issued and Subscribed Capital 28230 lakhs 
Loans from Government of India (SDFC) 63761 lakhs 
Loans from State Bank of India 25871 lakhs 
Loans from Foreign Bank 15725 
Total Capital Rs.133587 lakhs 
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This capital of the SCI is not static and it varies 
from time to time. The following table of the capital 
gearing ratio depicts the whole scenario of the capital 
structure of the shipping corporation of India. 
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TABLE - 6 
Capital Gearing Ratio of the SCI 
Years External Equities Internal Equities Ratio 
1984-
1985-
1986-
1987-
1988-
1989-
1990-
1991-
1992-
1993-
-85 
-86 
-87 
-88 
-89 
-90 
-91 
-92 
-93 
-94 
965 
1083 
1240, 
1217, 
7104, 
1054, 
1100, 
1410, 
1305. 
1784. 
.3 
.1 
.7 
.9 
.6 
.5 
.5 
,9 
109 .7 
9 6 . 4 
102 .8 
138 .7 
193 .2 
474 .0 
536 .4 
645 .3 
771 .5 
868 .5 
8 . 8 : 1 
1 1 . 2 : 1 
1 2 . 1 : 1 
8 . 8 : 1 
3 6 . 8 : 1 
2 . 2 : 1 
2 . 1 : 1 
2 . 2 : 1 
1 . 7 : 1 
2 . 1 : 1 
Source: Compiled and Computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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This capital Gearing Ratio shows the very deplorable 
condition of the capital structure of the Shipping 
Corporation of India. In 1984-85, the table shows very high 
gear 8.8:1. This ratio increases year by year and the year 
1988-89, presents highest ratio, 36.8:1 which is very 
hazardous for the corporation. In 1989-90, this ratio comes 
down from top to bottom i.e. 36.8:1 to 2.2:1. After this 
year the capital Gearing Ratio has a decreasing stand and 
the year 1993-94 shows to the ratio 2.1:1, although it is 
high gear. To analyse these ratios and earning per share, 
it has been observed that there is an adverse relationship 
between capital Gearing Ratio and earning per share. The 
ratio decreases the earning per share increases. In 1989-
90, the capital Gearing Ratio is 2.2:1 and earning per 
share is Rs.4 and in 1993-94, the ratio decreases to 2.1:1 
and earning per share increases to Rs.15. The conclusion of 
this whole discussion is that if the capital Gearing Ratio 
is reduced to the rule of thumb i.e. 1:1, the earning per 
share will be increased and thus it enhances the credit 
worthiness of the shipping corporation of India and it also 
lures the prospective new investors as well as existing 
investors to invest more and more in the SCI. 
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At present the Shipping Corporation of India is not 
able to pay interest on its loan and instalments regularly. 
The interest of Rs.2258 lakhs in 1993 and of Rs.2245 lakhs 
in 1994 is due on the loan taken from the Government of 
India (formerly Shipping Development Fund Committee) and 
instalment of Rs.5840 lakhs in 1993 and Rs.3654 lakhs in 
1994 is accrude and unpaid. The instalment is also due of 
the State Bank of India of Rs.5322 lakhs in 1993 and 
Rs.6208 lakhs in 1994. The instalment of the foreign Bank 
is also due in 1994 Rs.3145 lakhs due to inadequate return 
on the investment. This inadequate return on the capital is 
due to the over capitalisation of the Shipping Corporation 
of India. Over capitalisation means more capital than 
actually required and invested funds are not properly used 
and earnings are not enough to yield a fair return on 
investment. The Shipping Corporation of India is neither 
giving fair return on the equity share capital nor giving 
regular interest and instalment to external equities. The 
corporation should reduce the idle capital and make its 
full effort to use capital properly to maintain fair 
capitalisation which will be favourable to the shipping 
corporation of India. 
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The different parameters are used for critically 
evaluating the financial performance of the Shipping 
Corporation of India Ltd. as follows. 
LIQUIDITY RATIOS 
Liquidity Ratios are used to judge the ability of a 
concern to meet short-term obligations by realising amounts 
from current, floating or circulating assets. The current 
assets should either be liquid or near liquidity. These 
should be convertible into cash for paying obligations of 
short-term nature. The sufficiency or insufficiency of 
current assets is assessed by comparing short-term 
obligations with the short term resources available to meet 
these obligations. If short term resources can pay off 
short-term obligations, then it is meant that liquidity 
position is satisfactory. On the other hand, if short term 
obligations may not be easily met out of short-term 
resources then liquidity position is not satisfactory. 
These ratios judge the short-term financial condition and 
performance of the shipping corporation of India in short-
term. To measure the liquity of the SCI, the following 
ratios can be calculated with the help of various annual 
reports of the SCI.^ 
4. Home, James c. Van: Financial Management and Policy, 
Prentice-Hall of India Private Limited, New Delhi, 
1983, p.673. 
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CURRENT RATIO 
Current Ratio is the relationship between Current 
assets and Current liabilities. This ratio is also known as 
Wrking Capital Ratio. It is generally an acceptable measure 
of short-term solvency as it indicates the claims of short-
term creditors are covered by assets that are likely to be 
converted into cash in a period to the maturity of the 
claim. This relationship is of prime importance to the 
short-term creditor since it gives an indication of a 
borrower's ability to meet his current obligations. 
The Current Ratio is computed by dividing total 
current assets by total current liabilities. Current assets 
namely include Cash Bank, marketable securities, sundry 
debtors, account receivable, short-term investments, 
inventories, Work in progress, prepaid expenses, and 
current liabilities consist of outstanding expenses, bills 
payable. Sundry creditors, Short term advances, income tax 
payable dividends payable and bank overdraft. There are 
two basic components of this ratio are current assets and 
current liabilities. 
5. Kuchhal, S.C: Financial Management, Chaitanya Publishing 
House, 5-A University Road, Allahabad, 1976, p.60. 
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Current Assets 
Current Ratio = 
Current Liabilities 
The following Current Ratio of the Shipping 
Corporation of India depicts the short-term solvency and 
financial position. 
TABLE - 7 
Current Ratio of SCI 
Rs. in lakhs Rs. in lakhs 
Years Current Assets Current Liabilities Ratio 
1989-90 42236 22347 1.89:1 
1990-91 54839 31394 1.75:1 
1991-92 70,723 39,631 1.78:1 
1992-93 66037 41657 1.59:1 
1993-94 84379 48282 1.75:1 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
A high Current Ratio is an indication that the 
corporation liquid and has the ability to pay its current 
obligations in time and when they become due. On the other 
hand a low Current Ratio represents that the liquidity 
position of the corporation is not good and the corporation 
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is not good and the corporation is not able to pay its 
current obligation in time. The above table shows that the 
Current Ratio of the year 1989-90 is just near to the 
banker's rule of thumb but in 1990-91 it comes down to 
1.75:1. It means the Current liabilities increase faster 
than Current assets. In 1991-92, there is slight increment 
in the Current Ratio but in the year 1992-93 again the 
ratio falls. But in 1993-94, it gets its previous position. 
These Current Ratios show that the liquidity position of 
the corporation is overall satisfactory because it has 
Current Ratio just near to the rule of thumb. 
QUICK RATIO 
Quick Ratio is also known as Acid Test or Liquid 
Ratio. It is a more regorous test of liquidity than the 
current ratio. The term liquidity refers to the ability of 
the Corporation to pay its short-term obligations when they 
become due. Quick Ratio may be defined as the relationship 
between quick or liquid assets and current liabilities. An 
asset is said to be liquid if it can be converted into cash 
within a short period without a loss of value. In that 
sense, cash in hand and cash at bank are the most liquid 
assets. The other assets which can be included in the 
liquid assets are bills receivable, sundry debtors, 
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marketable securities and short-term or temporary 
investments. Inventories can not be termed to be a liquid 
asset because they can not be converted into cash 
immediately without a sufficient loss of value. In the same 
manner, prepaid expenses are also excluded from the list of 
quick or liquid assets because they are not expected to be 
converted into cash. 
Bank overdraft is not included in current liabilities 
while calculating quick or acid ratio because bank 
overdraft is generally a permanent way of financing and is 
not subject to be called on demand. The quick ratio can be 
calculated by dividing the total quick assets by quick 
liabilities.^ 
Quick Assets 
Quick or Liquid Ratio = 
Quick Liabilities 
The following Quick Ratio of the SCI shows the clear 
picture of the liquid position of the corporation. 
6. Sharma & Gupta: Management Accounting, Kalyani Publishers, 
New Delhi, 1988, p.125. 
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Table - 8 
QUICK RATIO OF THE SCI 
Years 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
Current 
Assets 
42,236 
54,839 
70,723 
66,037 
84,379 
Inventories 
2,221 
3,040 
3,007 
3,461 
2,955 
Quick 
Liabilities 
22,347 
31,394 
39,631 
41,657 
48,282 
Ratio 
1.79:1 
1.65:1 
1.71:1 
1.50:1 
1.69:1 
Source: Compiled and computed by the Research Scholar from the 
various Annual Reports of the SCI. 
A high Quick Ratio is an indication that the corporation 
is liquid and has the ability to meet its current or quick 
liabilities in time and on the other hand a low quick ratio 
represents that the corporation's liquidity position is not 
good. The above table clearly shows that the year 1989-90 has a 
higher quick ratio than rule of thumb. The rule of thumb ratio 
is 1:1 but it has higher 1.79:1. It means the corporation has 
Rs.1.79 lakhs quick assets for Rs.one lakh quick liabilities. 
The corporation has very good liquidity position. In 1990-91, 
there is a slight decrement in the Quick Ratio but in 1991-92, 
it increases to 1.71:1. In 1992-93 again the Quick Ratio 
174 
decreases but in 1993-94, it increases to 1.69:1. Over all th( 
table shows the better liquidity position of Quick Ratio of th( 
SCI. 
ABSOLUTE QUICK RATIO 
The term Absolute Quick Ratio may be defined as the 
relationship between absolute liquid assets and Current 
liabilities. It measures the coi^joration's capacity to pay 
off current obligations immediately and is a more rigorous 
test of liquidity than Quick Ratio. Bills receivable and 
debtors are generally more liquid than inventories, 
although there may be doubts regarding their realisation 
into cash immediately or in time. Absolute Liquid Assets 
include Cash in hand, Cash at Bank and marketable 
securities or temporary investments. The acceptable norm of 
this ratio is 50% or 5:1 or 1:2 because all creditors or 
current liabilities are not expected to demand cash at the 
same time. This ratio may be calculated by dividing 
Absolute Liquid Assets by current Liabilities. 
Absolute Liquid Assets 
Absolute Liquid Ratio = 
Current Liabilities 
The following table shows the absolute liquid 
position of the Shipping Corporation of India. 
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Table - 9 
ABSOLUTE QUICK RATIO OF THE SCI 
Years Absolute Current 
Quick Assets Liabilities 
Ratio 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
15,885 
14,783 
22,194 
17,817 
40,299 
22,347 
31,394 
39,631 
41,657 
48,282 
.7:1 
.5:1 
.6:1 
.4:1 
.8:1 
Source: Compiled and computed by the Research Scholar fro 
various Annual Reports of the SCI. 
The above table clearly depicts the absolute liqui 
position of the Shipping Corporation of India. The year 1989 
90, shows the very satisfactory Absolute Liquid Ratio. It i 
higher than rule of thumb. In 1990-91, this ratio sligntl 
decrease from .7:1 to .5:1 but in 1991-92 it increases to .6:1 
In 1992-93, the ratio comes down below the rule of thumb but i 
1993-94, it increases very fast overall the table shows th 
very satisfactory Absolute Liquid Ratio of the SCI. 
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PROFITABILITY RATIOS 
The primary objective of a business undertaking is to 
earn profits. Profit earning is considered essential for the 
survival of the business. A business needs profits not only for 
its existence but also for expansion and diversification. The 
investors want an adequate return on their investments, workers 
want higher wages, creditors want higher security for their 
interest and loan and so on. The corporation can discharge its 
obligations to the various segments of the society only through 
earning of profits. Profits are thus a useful measure of 
overall efficiency of the corporation. Profitability Ratios are 
calculated to measure the overall efficiency of the SCI. The 
following Profitability Ratios are critically examined and 
evaluated. 
GROSS PROFIT RATIO 
Gross Profit Ratio may be defined as the relationship 
between gross profits and net sales or income from operations. 
It measures overall efficiency of the corporation. Higher the 
ratio, the better it is. A low ratio indicates unfavourable 
trends in the form of reduction in selling prices not 
accompanied by proportionate decrease in cost of production. 
7. Sharma & Gupta: op.cit p.166. 
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The gross profit should be adequate to cover fixed 
expenses, dividends and building up of reserves. An important 
factor will effect the ratio of gross profit to sales or income 
from operations is that of the practice of increasing or 
reducing the sale price of goods sold by "markups" and "mark-
dovms". It is important that a business keeps up its margin of 
gross profit, otherwise it may not cover its operating expenses 
and thus provide an adequate return to proprietors. In many 
corporations there is more or less recognised gross profit 
ratio and experience will indicate whether the ratio of the 
Q 
corporation being analysed is satisfactory or not. The Gross 
Profit Ratio is calculated as 
Gross Profit 
Gross Profit Ratio = 
Net Sales/Income from 
operations 
The following table shows the Gross Profit Ratio of the 
SCI. 
8. Jain & Narang: Advanced Accountancy, Kalyani Publishers, New 
Delhi, 1991, p.VI/28. 
TABLE - 10 
GROSS PROFIT RATIO OF THE SCI 
178 
Years Gross Profit Net income/Income 
from operations 
Ratio 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
118.4 
197.3 
171.9 
223.6 
204.5 
300.0 
236.7 
332.3 
367.2 
412.2 
1, 
1, 
1, 
1-
1, 
591.4 
799.3 
703.2 
807.8 
657.0 
,008.4 
,105.1 
,328.8 
,404.7 
,480.3 
20% 
24.7% 
24.4% 
27.7% 
31.1% 
29.8% 
21.4% 
25% 
26.1% 
27 .8% 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The Gross Profit ratio reflects the efficiency with 
which the corporation produces its services. The above 
table depicts the overall performance of the Shipping 
Corporation of India. In 1984-85 the ratio is 20% and it 
increases 24.7% in 1985-86. Upto 1988-89 there is 
increasing trend, means corporation shows good performance. 
In 1989-90, ratio comes down to 29.8% and further in 1990-
91, it decreases again to 21.4%. Both these years donot 
show good performance. But after these years the 
corporation has increasing trend ratio and in 1993-94 it 
has satisfactory ratio 27.8%. 
NET PROFIT RATIO 
Net Profit Ratio establishes a relationship between 
net profit (after tax) and income from operations and 
indicates the efficiency of all the departments of the 
corporation. This ratio is very useful to the proprietors 
and prospective investors because it reveals the overall 
profitability of the corporation. This ratio is very useful 
because if net profit is not sufficient, the corporation 
will not be able to achieve a satisfactory return on its 
investment. It also indicates the corporation's capacity to 
face adverse economic conditions. Obviously, higher the 
racio, the better is the profitability.^ This is calculated as 
9. Sharma & Gupta: op.cit., p.171. 
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Net Profit after tax 
Net Profit Ratio = x 100 
Income from operations 
The following table shows the this ratio clearly. 
TABLE - 11 
MET PROFIT RATIO OF THE SCI 
Years Net Profit Net sales//Income Ratio 
from operations 
0.39% 
0.94% 
0.91% 
4.44% 
8.3% 
10.02% 
4.93% 
8.2% 
10.19% 
11.32% 
Source: Compiled and Computed by the Research Scholar from 
the various Annual Reports of the SCI. 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
2.3 
7.5 
6.4 
35.9 
54.5 
101.1 
54.5 
108.9 
143.1 
167.6 
1, 
1, 
1-
1, 
1. 
591.4 
799.3 
703.2 
807.8 
657.0 
,008.4 
,105.1 
,328.8 
,404.7 
.480.3 
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This ratio measures the performance and efficiency 
of the corporation. A higher ratio is a indication of the 
good performance and low ratio is a indication of bad 
performance. The above table clearly shows the performance 
of the corporation. In the year 1984-85, the ratio is very 
low. It shows the bad performance of the corporation. But 
gradually the ratio gets increasing trend and in 1989-90, 
it has good ratio of 10.02%. In the succeeding year 1990-
91, the ratio becomes very low but in next year 1991-92 it 
gets 8.2%. The year 1993-94 shows the highest ratio of 
11.32% and this shows the better performance of the 
corporation. 
OPERATING RATIO 
Operating Ratio establishes the relationship between 
cost of goods sold and other operating expenses on the one 
hand and the net sales or income from operation on the 
other. In other words it measures the cost of operations 
per rupee of sales. This is the most general measure of 
operating efficiency and is important to management in 
judging its operations. •^'^  This is also called a yardstick 
of operating efficiency. It is calculated by dividing 
operating costs by net sales or income from operations. 
10. Kuchhal, S.C: op.cit, p. 61. 
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Operating Cost 
Operating Ratio = x 100 
Net sales/Income 
from Operations 
The following table shows the operating Ratio of the SCI 
TABLE - 12 
OPERATING RATIO OF THE SCI 
Rs. in crores Rs. in cores 
Operating Net Sales/ 
Years Cost Income from Ratio 
operations 
1989-90 1412.3 1008.4 140% 
1990-Sl 1721.6 1105.1 155% 
1991-92 1977.21 1328.8 148.8% 
1992-93 2092.61 1404.7 149% 
1993-94 2131.31 1480.3 144% 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
The above table shows the higher operating ratio. 
Higher the operating ratio, the less favourable because it 
would have a small margin. In 1989-90, operating ratio is 
140% and in 1990-91, it increases to 155%. In 1991-92, 
operating ratio comes down to 148% but again it increases 
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to 149% in 1992-93. But in 1993-94, it goes down to 144%. 
Overall the operating Ratio shows the higher percentage and 
this higher percentage shows the unfavourable ratio of the 
corporation. 
DEBT EQUITY RATIO 
Debt-equity Ratio is also known as External Internal 
Equity Ratio. It is calculated to measure the relative 
claims of outsiders against the corporation assets. This 
ratio indicates the relationship between the external 
equities or outsiders' funds and the internal equities or 
the shareholders funds. The two basic components of the 
ratxo are outsiders, fund or external equities and 
sharenolder's funds or internal equities. The outsiders' 
funds include all debts/ liabilities to outsiders, whether 
long-term or short term or whether in the form of 
debentures, bonds, mortgages or bills. The shareholders' 
funds consist of equity share capital, preference share 
capital, reserves, revenue reserves and reserves 
representing accumulated profits and surpluses like 
reserves for contingencies, sinking funds etc. The 
accumulated losses and deferred expenses should be deducted 
from the total to find out shareholder' funds. A low ratio 
is considered favourable from the lona term creditors' 
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point of view because a high proportion of owners' funds 
provided a larger margin of safety for them. A high debt 
equity ratio indicates that the claims of outsiders are 
greater than those of owners and it gives a lesser margin 
of safety. This ratio is calculated as 
Outsiders' funds 
Debt Equity Ratio = 
Shareholders' funds 
The following table shows the Debt Equity Ratio of the SCI. 
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TABLE - 13 
DEBT-EQUITY RATIO OF THE SCI 
(Rs. In crores) 
Years 
External 
Equities 
Internal 
Equities Ratio 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
965 
1083 
1240.3 
1217.1 
7104.7 
1054.9 
1100.6 
1410.5 
1305.5 
1784.9 
109.7 
96.4 
102.8 
138.7 
193.2 
474.0 
536.4 
645.3 
771.5 
868.5 
8.8:1 
11.2:1 
12.1:1 
8.8:1 
36.8:1 
2.2:1 
2.1:1 
2.2:1 
1.7:1 
2.1:1 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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In the beginning, the table shows very high ratio and 
it continuously increasing up to 1988-89. In 1984-85, the 
ratio is 8.8:1 and in 1988-89, it becomes 36.8:1. This is 
the highest ratio and unfavourable to shareholders. It 
shows lesser margin of safely. In 1989-90, the ratio 
decreases fast and it comes down to 2.2:1 and in 1992-93, 
it comes lowest 1.7:1 and it is satisfactory ratio. Again 
in 1993-94, it increases stighly from 1.7:1 to 2.1:1. This 
is acceptable and from 1990-91 the corporation maintains 
the Debt-Equity Ratio which is to some extent satisfactory. 
EARNING PER SHARE 
Earning Per Share is a yardstick of the financial 
performance of the corporation. The performance and 
prospects of the corporation are affected by earning per 
share. If earning per share increases, there is a 
possibility that the corporation may pay more dividend or 
issue bonus shares which lures the investors to invest 
more and more. Earning per share is calculated by dividing 
the net profit after taxes by the total number of equity 
shares.^^ 
Net Profit after tax 
Earning Per Share = 
No. of Equity Shares 
The following table gives the clear picture of 
Earning Per Share of the SCI. 
11. Jain & Narang: op.cit. P.VI/31. 
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TABLE - 14 
EASNIN6 PER SHARE OF THE SCI 
(Profits in crores) 
Years 
• 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
No of Equity 
Share 
2,61,22,955 
2,82,30,242 
2,82,30,242 
28,23,02,420 
28,23,02,420 
Divisible 
Profit 
11.34 
13.06 
16.94 
28.23 
42.35 
Earning per 
per Share 
RS.4 
Rs.5 
Rs.6 
Rs.lO 
Rs.15 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
Earning per Share is a yardstick of financial 
performance of the corporation. The above table shows the 
Earning per share in increasing order. In 1989-90. Earning 
Per Share is Rs.4 and in 1990-91, it comes to Rs.5. In 
1991-92, it again increases to Rs.6 and in 1992-93, there 
is fast growth in the Earning per Share. It increases from 
Rs.6 to Rs.lO and in 1993-94 again satisfactory growth in 
Earning Per Share. In this year figure increases to Rs.15 
which is very satisfactory earning and shows good 
performance of the corporation. 
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NET WORTH ANALYSIS 
Net Worth Analysis is generally knovm as Net Worth to 
total Assets Ratio. It is also called proprietory Ratio or 
Equity Ratio. This ratio establishes the relationship 
between sharesholders' funds and total assets of the 
corporation. The ratio of proprietors' funds to total 
assets is an important ratio for determining long-term 
solvency of the corporation. The components of this ratio 
are shareholders funds or proprietors' funds and total 
assets. The share-holders' funds and total assets. The 
share-holders' funds are share capital, undertribulated 
profits, reserves and surpluses. Out of this amount, 
accumulated losses should be deducted. Total assets on the 
other hand denote total resources of the corporation.-^ "^  
This ratio is calculated by dividing shareholders fund by 
total assets. 
Total Worth 
Net Worth to total Assets Ratio = 
Total Assets 
The following table depicts the long term solvency of the 
shipping corporation of India. 
12. Rao, S.L: Indian Shipping Industry, 1993, pp.85-86. 
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TABLE - 15 
NET WORTH TO TOTAL ASSETS RATIO 
(figure in crores of Rupees) 
Years 
Net 
Worth 
Total 
Assets Ratio 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
109.7 
96.4 
102.8 
138.7 
193.2 
474.0 
536.4 
645.3 
771.5 
868.5 
1067.9 
1173.2 
1338.7 
1352.6 
1467.3 
1522.6 
1630.4 
2044.5 
2053.3 
2626.6 
10.27% 
8.22% 
7.68% 
10.25% 
13.17% 
31.13% 
32.90% 
31.56% 
37.57% 
33.07% 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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Net Worth to total Assets Ratio is a yardtick to 
measure the long-term solvency of the Corporation. It shows 
the relationship between shareholders' funds to total 
assets. If the ratio is higher or share of the shareholders 
in the total capital, is more, the long-term solvency 
position is better and ratio is lower or share of the 
shareholders is less in the total capital the long term 
solvency is bad or fragile. 
The above table shows that in 1984-85, Net Worth to 
Total Ratio is 10.27%, means the contribution of 
Shareholders is very meagre and its debt burden is too 
heavy. In 1985-86 this ratio further decreases to 8.22% and 
1986-87 shows the lowest figure in the table. But after 
years the corporation continuously increasing the ratio. In 
1992-93, the table shows the highest ratio 37.57% and again 
in 1993-94 this ratio comes down to 33.07%. Overall this 
table shows that the long-term solvency of the corporation 
is fragile but presently the corporation is showing better 
position than earlier. 
FIXED ASSETS TO NET WORTH RATIO 
This ratio represents the relationship between fixed 
assets and shareholders' funds. Shareholders' funds consist 
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of share capital, reserves, surplus and retained earnings. 
The ratio shows the contibution of Shareholder funds to 
fixed assets. It means the share of share holders in fixed 
assets. This is calculated by dividing fixed assets by net 
worth. The following table shows the fixed assets to Net 
Worth Ratio of the SCI. 
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TABLE - 16 
FIXED ASSETS TO NET WORTH RATIO 
(Figure in crores of Rupees) 
Net Worth 
Ratio Years 
Fixed Assets 
After Depreciation 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
991.6 
1029.0 
1198.8 
1159.3 
1192.6 
1185.6 
1250.4 
1596.6 
1628.5 
2197.8 
109.7 
96.4 
102.8 
138.7 
193.2 
474.0 
536.4 
645.3 
771.5 
868.5 
903.9% 
1068.3% 
1166.1% 
835.8% 
617.3% 
250.1% 
233.1% 
247.4% 
211.1% 
253.1% 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The ratio indicates that to which extent Shareholders 
funds are contributed into the fixed assets. If the ratio 
is less than 100%, it implies that shareholders' funds are 
more than total fixed assets and a part of the working 
capital is provided by the shareholders. When the ratio is 
more than 100%, it implies that Shareholders, funds are not 
sufficient to finance the fixed assets and the corporation 
has to depend upon outsiders to finance the fixed assets. 
The above table from 1984-85 to 1988-89 shows very 
high ratio, means the shareholders' funds contribution to 
fixed assets is very meagre. In 1989-90, this ratio comes 
down very fast and it reduces to 250.1% and in 1992-93 this 
ratio shows the lowest figure as 211.1%. But in 1993-94, 
again this ratio increases slightly from 211.1% to 253.1%. 
Overall this table shows the fragile position of the SCI but 
presently, corporation reduces the ratio very fast and 
maintain favourable than earlier. 
FUNDS FLOW ANALYSIS 
Funds Flow Analysis means movement and transfer of 
economic values from one asset of equity to another between 
two points of time. This analysis establishes the 
relationship between sources of funds and application of 
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funds. Sources of funds means reduction in assets and 
increment in liabilities and application of funds means 
increment in assets and reduction in liabilities. Funds Flow 
Analysis is a statement of setting out the sources and 
applications of the funds of an enterprise. The purpose of 
statement is to show clearly the requirement of funds and 
how they are proposed to be raised and the efficient 
utilisation and application of the same. It is also called 
the changes in the financial position of a business 
enterprise between beginning and ending financial analysis 
dates. It is a statement showing sources and applications of 
funds for a period of time.-^ ^ 
The following table clearly shows the sources and 
applications of funds of the shipping corporation of India 
of particular year. 
13. Home, James C. Van: op. cit .pp.700-702. 
TABLE - 17 
BALANCE SHEET CHANGES 1990>1991 
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Particulars 
Liabilities 
Capital 
Reserve and surplus 
Secured loans 
Unsecured loans 
Deferred Payment 
Agreements 
Current liabilities 
Provisions 
Assets 
Fixed assets 
Assets under cons-
truction 
Investments 
Ships retired from 
operations 
Inventories 
Sundry debtors 
Cash and Bank 
balances 
Other Current Assets 
Loans and advances 
Miscellaneous 
31.3.1991 
Rs in lakhs 
28230 
25413 
72352 
0 
37710 
31394 
8677 
125040 
21787 
44 
1406 
3040 
18706 
14783 
5676 
12634 
660 
to the extent not written off) 
31.3.1990 
Rs in lakhs 
26123 
21276 
61053 
6414 
38021 
22347 
6676 
118554 
18450 
44 
0 
2221 
11462 
15885 
4070 
10598 
626 
Changes 
91-90 
+2107 
+4137 
+11299 
-6414 
-311 
+ 9047 
+2001 
+ 6486 
+ 3337 
0 
+ 1406 
+ 819 
+ 7244 
-1102 
+ 1606 
+2036 
+34 
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FUHDS FLOK ANALYSIS - 1991-90 
Sources of Funds Rs in lakhs Application of Funds Rs in lakhs 
Decrease in Assets 
Cash and Bank 1102 
balances 
Increase in Assets 
Fixed assets 6486 
Assets under Construe- 3337 
tion 
Ships retired from 
operations 14 06 
Inventories 819 
Sundry debtors 7244 
Other current assets 1606 
Loans and advances 2036 
Miscellaneous expendi- 34 
ture (not written off) 
Increase in 
Liabilities 
Capital 
Reserve and 
surplus 
Secured loans 
Current 
liabilities 
Provisions • 
2107 
4137 
11299 
9047 
2001 
Decrease in Liabilities 
Unsecured Loans 6414 
Deferred Payment 31.1 
Agreement 
Total Sources of Funds 29,693 Total Application of Funds 29693 
Sources: Compiled and computed by the Research Scholar from the 
various Annual Reports of the SCI. 
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Funds Flow Analysis denotes the relationship between 
sources and application of funds to compare two balance 
sheets of a enterprise. The above table clearly depicts the 
sources of funds and application of funds of the Shipping 
Corporation of India for the year 1991-90. In the year 1991 
total funds have been generated Rs.29693 lakhs to decrease 
assets, Cash and bank balances Rs.1102 lakhs and to 
increase liabilities capital by Rs.2l07 lakhs, reserve 
and surplus by Rs.4137 lakhs, secured loans by Rs.11299 
lakhs. Current liabilities by Rs.9047 lakhs and provisions 
by Rs.2001 lakhs. 
In the same year total application of funds is 
Rs.29693 lakhs to increase assets, fixed assets by Rs.6486 
lakhs, assets under construction by Rs.3337 lakhs, ships 
retired from operations by Rs.l406 lakhs, Inventories by 
Rs.819 lakhs. Sundry debtors by Rs.7244 lakhs, other 
current assets by Rs.l606 lakhs, loans and advances by 
Rs.2036 lakhs and miscellaneous expenditure (not written 
off) by Rs.43 lakhs and to decrease liabilities, unsecured 
loans by Rs.6414 lakhs and deferred payment by Rs.311 
lakhs. 
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TABLE - 18 
BALANCE SHEET CHANGES - 1991-92 
Particulars 31.3.92 31.3.91 Increase or 
Decreases 
Liabilities 
Capital 28230 
Reserve and Surplus 34603 
Secured loans 89672 
Deferred Payment 51378 
Agreements 
Current liabilities 39631 
Provisions 8077 
Assets 
Fixed assets 159660 
Assets under Const- 18629 
ruction 
Investments 44 
Ships retired from 1406 
operations 
Inventories 3007 
Sundry debtors 24811 
Cash and Bank balance 22194 
Other Current assets 5406 
Loans and advances 15305 
Miscellaneous expen- 1129 
diture (to be extent 
not written off) 
28230 
25412 
72352 
37710 
32628 
7543 
125040 
21787 
44 
1406 
3040 
18648 
14783 
5675 
12792 
660 
+9191 
+17320 
+13668 
+ 7003 
+534 
+34620 
-3158 
0 
0 
-33 
+6163 
+7411 
-269 
+2513 
+469 
TXJSDS FLOW ANALYSIS - 1991-92 
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Sources of Funds Rs. in ^plication of Funds Rs.in 
lakhs lakhs 
Decrease in assets 
Assets Under Const-
ruction 
3158 
Increase in Assets 
Fixed assets 34620 
Inventories 
Other Current assets 
33 
269 
Increase in Liabilities 
Reserve and Surplus 
Secured loans 
Deferred Payment 
Agreements 
Current liabilities 
Provisions 
9191 
17320 
13668 
7003 
534 
Sundry debtors 
Cash and Bank 
balances 
Loans and advances 
Miscellaneous 
expenditure 
(not written off) 
6163 
7411 
2513 
469 
Decrease in Liabilities 
Total Sources of Funds 51176 Total Application 
of Funds 51176 
Source: Compiled and Computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The above table shows the total sources of funds and 
application of funds during the year 1992. In this year 
total funds are generated to 51176 lakhs to decrease 
assets, assets under construction by Rs.3158 lakhs, 
inventories by Rs.33 lakhs, other current assets by Rs.269 
lakhs, and to increase liabilities, reserve and surplus by 
Rs.9191 lakhs, secured loans by Rs.17320 lakhs, deferred 
payment agreements by Rs.13668 lakhs, Current liabilities 
by Rs.7003 lakhs and provisions by Rs.534 lakhs. 
In the same year total funds are used Rs.51176 lakhs 
to increase assets, fixed assets by Rs.34620 lakhs. Sundry 
debtors by Rs.6163 lakhs, cash and bank balances by Rs.7411 
lakhs, loans and advances by Rs.2513 lakhs and 
miscellaneous expenditure (not written off) by Rs.469 
lakhs. This year more funds are generated and used 
comparatively previous year. 
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TABLE - 19 
BALANCE SHEET CHANGES - 1992-93 
Particulars 31.3.93 31.3.92 Increase or Decreases 
L i a b i l i t i e s 
Capital 28230 28230 
Reserve and Surplus 
Secured loans 
Deferred Payment 
credits 
Current liabilities 
Provisions 
Assets 
Fixed assets 
Assets under Const-
ruction 
Investments 
Ships retired from 
operations 
Inventories 
Sundry debtors 
Cash and Bank balancesl7817 
Other Current assets 
Loans and advances 
Miscellaneous expen-
diture (not written off) 
46097 
95751 
34803 
41657 
5109 
162853 
19687 
44 
656 
3461 
24194 
S1
4693 
11872 
2370 
34603 
89672 
51378 
39661 
8077 
159660 
18629 
44 
1406 
3007 
24811 
22195 
5406 
15334 
1129 
+11494 
+ 6079 
-16575 
+1996 
-2968 
+3193 
+1058 
0 
-750 
+454 
+3383 
-4378 
-713 
-3462 
+ 1241 
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FUIIDS FLOW ANALYSIS - 1992-93 
Sources of Funds Rs. in Application of Funds Rs.in 
lakhs laJchs 
Decrease in assets 
Ships retired from 
operations 
750 
Cash and Bank balances 4378 
Other Current assets 713 
Loans and advances 3462 
Increase in Liabilities 
Reserve and Surplus 11494 
Secured loans 6079 
Current liabilities- 1996 
Total Sources of 28872 
Funds 
Increase in Assets 
Fixed assets 3193 
Assets under const- 1058 
ruction 
Inventories 
Sundry debtors 
454 
3383 
Miscellaneous expen- 1241 
diture 
(not written off) 
Decrease in Liabilities 
Deferred Payment 16575 
credits 
Provisions 2968 
Total Applications 28872 
of Funds 
Source; Compiled and Computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The table highlights sources of funds which have been 
generated during the year and application of funds which 
have been used during the same period. In 1993 total funds 
are generated Rs.28872 lakhs to decrease assets, ships 
retired from operation by Rs.750 lakhs, cash and bank 
balances by Rs.4378 lakhs, other current assets by Rs.7i3 
lakhs, loans and advances by Rs.3462 lakhs and to increase 
liabilities, reserve and surplus by Rs.l494 lakhs, secured 
loans by Rs.6079 lakhs, current liabilities by Rs.l996 
lakhs and in the same year total funds are used Rs.28872 
lakhs to increase assets, fixed assets by Rs.3l93 lakhs, 
assets under construction by Rs.l058 lakhs, inventories by 
Rs.454 lakhs, sundry debtors by Rs.3383 lakhs. 
Miscellaneous expenditure (not written off) hy Rs.l24l 
lakhs and to decrease liabilities, deferred payment 
credits by Rs.16575 lakhs and provisions by Rs.2968 lakhs. 
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TABLE - 20 
BALANCE SHEET CHANGES 1993-94 
Particulars 
Liabilities 
Capital 
Reserve and Surplus 
Secured loans 
Deferred Payment 
credits 
Current liabilities 
Provisions 
Assets 
Fixed assets 
Assets under Const-
ruction 
Investments 
Ships retired from 
operations 
Inventories 
Sundry debtors 
Cash and Bank balances 
Other Current assets 
Loans and advances 
Miscellaneous expen-
diture 
(not written off) 
31.3.94 
28230 
58619 
105357 
73130 
48282 
7544 
219780 
14265 
44 
12 
2955 
22189 
! 40299 
5413 
13523 
2682 
31.3.93 
28230 
46097 
95751 
34803 
42380 
5108 
162853 
19687 
44 
656 
3461 
28195 
17817 
4693 
12593 
2370 
Increase/ 
Decreases 
0 
+12522 
+9606 
+38327 
+ 5902 
+ 2436 
+56927 
-5422 
0 
-644 
-506 
-6006 
+22482 
+ 720 
+ 930 
+312 
205 
FUNDS FLOW ANALYSIS - 1993-94 
Sources of Funds Rs. in Application of Funds Rs.in 
lakhs lakhs 
Decrease in assets 
Assets under construe- 5422 
tion 
Ships retired from 
operations 
Inventories 
Sundry debtors 
Increase in Liabilities 
Reserve and Surplus 12522 
Secured loans 
Deferred Payment 
Credits 
Current liabilities 
Provisions 
9606 
38327 
5902 
2436 
Total Sources of Funds 81371 
Increase in Assets 
Fixed assets 56927 
644 
506 
6006 
Cash and Bank 
balances 
Other current assets 
Loans and advances 
22482 
720 
930 
Miscellaneous expen- 312 
diture (not written off) 
Decrease in Liabilities 
Total Applications 81371 
of Funds 
Source: Compiled and Computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The above table describes sources of funds and 
application of funds which have generated and used during 
the year 1994. In this year total funds are generated 
Rs.81371 lakhs to decrease assets, assets under 
construction by Rs.5422 lakhs, ships retired from 
operations by Rs.644 lakhs, inventories by Rs506 lakhs, 
sundry debtors by Rs.6006 lakhs and to increase 
liabilities, reserve and surplus by Rs.12522 lakhs, secured 
loans by Rs.9606 lakhs, deferred payment credits hy 
Rs.38327 lakhs, current liabilities by Rs.5902 lakhs and 
provisions by Rs.2436 lakhs. 
In the same year total funds are used Rs.81371 lakhs 
to increase assets, fixed assets by Rs.56927 lakhs, cash 
and bank balances by Rs.22482 lakhs, other current assets 
by Rs.720 lakhs, loans and advances by Rs.930 lakhs and 
miscellaneous expenditure (not written off) by Rs.312 
lakhs. This year more funds are generated from various 
sources and used in various heads comparison to previous 
year. 
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COMMON SIZE STATEMENT 
The common size statement indicates the relationship 
of various items with common item. In the Balance sheet, 
total assets are taken as 100 and different assets are 
expressed as a percentage of the total. Similarly, various 
liabilities are expressed in percentage which are the part 
of total liabilities taken as 100. This statement is also 
known as component percentage statement because every 
individual item is stated as percentage of the total 100. 
In this statement two Balance Sheets are taken from 
different periods and calculated percentage can be easily 
compared with the corresponding percentage of other periods 
and meaningful conclusions can be drawn. The common size 
statement is prepared in the following way: 
Total assets or liabilities are taken as 100 and the 
•V individual asset is ex pressed as a percentage of total 
assets and different liabilities are calculated in 
relation to total liabilities.-^^ The following common size 
statements of the SCI are expressing the financial 
performance to compare one Balance sheet with other. 
14. Sharma & Gupta: op.cit, pp.89-90 
TABLE - 21 
COMMON SIZE BALANCE SHEETS FOR TEE YEAR 
ENDED 1990-91 
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Particulars 31.3.91 % 
Rs. in lakhs 
31.3.90 % 
Rs. in lakhs 
Liabilities 
Capital 
Reserve and 
Surplus 
Secured loans 
Unsecured loans 
Deferred Payment 
28230 
25413 
72352 
0 
37710 
13.9 
12.5 
35.5 
18.5 
26123 
21276 
61053 
6414 
38021 
14, 
11, 
33, 
3, 
20, 
.4 
.7 
.6 
.5 
.9 
credits 
Current 
liabilities 
31394 15.4 22347 12.3 
Provisions 8677 4.2 6676 3.6 
Total 
Liabilities 
2037776 100 181910 100 
Assets 
Fixed assets 125040 61.4 118554 65.2 
Assets under 
Construction 
21787 10.7 18450 10.2 
Investments 44 02 44 02 
Ships retired 
from operations 1406 
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Inventories 
Sundry debtors 
Cash and Bank 
Balances 
Other current 
Assets 
Locuis and 
advances 
3040 
18706 
14783 
5676 
12634 
1.5 
9.2 
7.2 
2.8 
6.2 
2221 
11462 
15885 
4070 
10598 
1.2 
6.3 
8.8 
2.2 
5.8 
Miscellaneous 
expenditure 
(not written off) 
660 626 .3 
Total Assets 203776 100 181910 100 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The above table of common size statement shows that 
m 1991, out of total liabilities, secured loans share 
3 5.5% and capital shares only 13.9 percentage. It denotes 
that corporation depends more upon outsiders funds. In 
1990, out of total liabilities, secured loans show 33.6 
percent and capital shows 14.4 percent. In this year 
corporation has taken less funds from outsiders and raised 
more funds from capital. Other liabilities positions are 
as in 1990, reserve and surplus is 11.7 percent, unsecured 
loans 3.5 percent, deferred payment credits 20.9 percent, 
current liabilities 12.3 percent and provisions 3.6 
percent. In 1991, reserve and surplus shows higher figure 
12.5 percent, deferred payment credit 18.5 percent, which 
is lesser than previous years, current liabilities 15.4 
percent, which is higher than previous year, provisions 4.2 
percent, which is also higher than previous year. 
The assets also show the comparative figure. In 1990, 
out of total assets fixed assets have major share of 65.2 
percent and in 1991, it has 61.4 percent which is lesser 
than previous year. Other show slightly in both the years. 
TABLE - 22 
COMMON SIZE BALANCE SHEETS FOR THE YEARS 
ENDED 1991-92 
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Particulars 31.3.92 % 
Rs. in lakhs 
31.3.91 % 
Rs. in lakhs 
Liabilities 
Capital 
Reserve and 
Surplus 
28230 
34603 
11.2 28230 
13.8 25412 
13.8 
12.5 
Secured loans 89672 
Deferred 51378 
payment credits 
35.6 72352 
20.4 37710 
35.5 
18.5 
Current 
liabilities 
39631 15.8 32628 16.0 
Provisions 8077 3.2 7543 3.7 
Total 
Liabilities 
251591 100 203875 100 
Assets 
Fixed assets 
Assets under 
Construction 
Investments 
Ships retired 
159660 
18629 
44 
1406 
63.5 
7.4 
.01 
.6 
125040 
21787 
44 
1406 
61.3 
10.7 
.02 
.7 
from operation 
Inventories 3007 1.2 3040 1.5 
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Sundry debtors 
Cash and Bank 
Balances 
Other current 
Assets 
Loans and 
advances 
24811 
22194 
5406 
15305 
9.9 
8.8 
2.1 
6.1 
18648 
14783 
5675 
12792 
9.1 
7.3 
2.8 
6.3 
Miscellaneous 
expenditure 
(not written off) 
1129 660 
Total Assets 251591 100 203875 100 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The table depicts the clear picture of the two 
Balance Sheets which helps to compare the financial 
position of the SCI. In 1991, out of total liabilities, the 
different items share different parts as capital 13.8 
percent, reserve and surplus 12.5 percent secured loans 
35.5 percent, deferred payment credits 18.5 percent, 
current liabilities 16.0 percent and provisions 3.7 
percent. In 1992, out of total liabilities, capital has 
11.2 percent which is lesser than previous years, reserve 
and surplus has 13.8 percent which is more than previous 
year. But secured loans show the same figure both the 
years. Deferred payment credits have 20.4 percent which is 
higher than previous year, and other liabilities have 
about the same figure. 
In assets side only assets and assets under 
construction have 63.5 percent which is higher than 
previous year and 7.4 percent which is lesser than 
previous year and other assets have slightly difference in 
both the years. 
TABLE - 23 
COMMON SIZE BALANCE SHEETS FOR THE YEARS 
ENDED 1992-93 
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Particulars 31.3.93 % 
Rs. in lakhs 
31.3.92 % 
Rs. in lakhs 
Liabilities 
Capital 28230 
Reserve and 46097 
Surplus 
Secured loans 95751 
11.2 28230 
18.4 34603 
38.0 89672 
11.2 
13.8 
35.6 
Deferred 34803 
payment credit 
Current 
liabilities 
41657 
13.8 51378 
16.6 39661 
20.4 
15.8 
Provisions 
Total 
Liabilities 
5109 
251647 
2.0 8077 
100 251621 
3.2 
100 
Assets 
Fixed assets 
Assets under 
Construction 
162853 
19687 
64.7 159660 
7.8 18629 
63.5 
7.4 
Investments 44 
Ships retired 656 
from operation 
.01 44 
.3 1406 
01 
6 
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Inventories 3461 
Sundry debtors 28194 
Cash and Bank 17817 
Balances 
1.4 
11.2 
7.1 
3007 
24811 
22195 
1.2 
9.9 
8.8 
Other current 
Assets 
4693 1.9 5406 2.1 
Loans and 11872 
advances 
Miscellaneous 2370 
expenditure 
(not written off) 
4.7 15334 
.9 1129 
6.1 
.4 
Total Assets 251647 100 251621 100 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The above table denotes the comparative figures of 
both the years 1992 and 1993. Out of total liabilities in 
1993, Capital has 11.2 percent which is also exact figure 
in 1992. Research and surplus has 18.4 percent which is 
higher tham previous year, secured loans have 38 percent 
which is also higher than previous years, deferred payment 
credits have 13.8 percent which is lesser than previous 
year, current liabilities have 16.6 percent which is higher 
than previous year and provisions have 2 percent which is 
lower than previous year. 
In 1993, assets side shows that different items have 
different figures like fixed assets, • assets under 
construction, Inventories, Sundry debtors and miscellaneous 
expenditure have higher percentage and remaining assets 
have lower percentage than previous year. 
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TABLE - 24 
COMMON SIZE BALANCE SHEETS FOR THE YEARS 
ENDED 1993-94 
Particulars 31.3.94 % 
Rs. in la)chs 
31.3.93 % 
Rs. in lakhs 
Liabilities 
Capital 
Reserve and 
Surplus 
Secured loans 
28230 
58619 
105357 
8.8 . 
18.3 
32.8 
28230 
46097 
95751 
11.2 
18.4 
38.0 
Deferred 73130 
payment credits 
22.8 34803 13.8 
Current 
liabilities 
Provisions 
Total 
Liabilities 
Assets 
Fixed assets 
Assets under 
Construction 
Investments 
Ships retired 
from operations 
48282 
7544 
321162 
219780 
14265 
44 
12 
15.0 
2.3 
100 
68.4 
4.5 
.01 
.0 
41657 
5109 
251647 
162853 
19687 
44 
656 
16.6 
2.0 
100 
63.5 
7.4 
.01 
.6 
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Inventories 2955 
Sundry debtors 22189 
Cash and Bank 40299 
Balances 
.9 
6.9 
12.5 
3461 
28194 
17817 
1.2 
9.9 
8.8 
Other current 
Assets 
5413 1.7 4693 2.1 
Loans and 
advances 
13523 4.2 11872 6.1 
Miscellaneous 2682 
expenditure 
(not written off) 
Total Assets 321162 
9 2370 
100 251647 
.4 
100 
Source: Compiled and computed by the Research Scholar from 
the various Annual Reports of the SCI. 
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The table shows the comparative figures of the years 
1993 and 1994 which help to measure the financial 
performance of the shipping corporation of India. The table 
indicates out of total liabilities, capital reserve and 
surplus, secured loans, current liabilities show lower 
figures than previous year and deferred payment credits and 
provisions show higher figures than previous year 1993. 
Out of total assets in the same year, fixed assets, 
inventories, cash and bank balances and miscellaneous 
expenditure have comparatively high figure than previous 
year and assets under construction, ships retired from 
operations, sundry debtors, other current assets and loans 
and advances have lower comparative figure than previous 
year 1993. 
CONCLUSION 
In conclusion it may be observed that different 
parameters have been used to critically evaluate and 
examine the financial performance of the shipping 
corporation of India. To measure the short term 
solvency, liquity ratios are used. In these ratios, current 
ratio is the most important and this ratio shows some 
ii^U 
extent satisfactory performance. Liquid ratio and absolute 
liquid ratio present the very satisfactory performance of 
the shipping corporation of India. Profitability ratios are 
also used to measure the earning capacity of the 
corporation. Gross profit ratio shows the better gross 
earning capacity and net profit ratio, in the beginning, 
shows very poor position but in the year 1993-94, it gets 
some satisfactory performance. Operating ratio does not 
give satisfactory performance. All these ratios measure the 
short term solvency and to measure the long-term solvency, 
debt-equity, the most important ratio is used. The table 
of the debt-equity ratio shows that in the beginning, there 
is very high ratio and it continuously increases uptio 1986-
89 but after this year it decreases very fast and in 1993-
94, it maintain satisfactory ratio than earlier. In 
addition to this earning per share, net worth to total 
assets ratio and fixed assets to net worth ratio are also 
used to measure the long term solvency of the corporation. 
Apart from these ratios, funds flow analysis and 
common size statement are also used to measure the 
financial performance of the SCI. 
CHAPTER 5 
CONCLUSIONS AND FINDINGS 
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CHAPTER - 5 
CONCLUSIONS AND FINDINGS 
In the last chapter, we have seen that the SCI has 
made financial studies, its financial performance and the 
capital structure have been the themes which have been 
attempted in that chapter. The fourth chapter will provide 
insight into the final outcome of the research and hence 
conclusions have been made about the findings of the whole 
work. 
In the first chapter it has been observed thac 
development and maintenance of a strong and adeqiiate 
shipping transport is a must for the country not only for 
conserving and earning foreign exchange, servicing and 
promocion of national and international trade and smcczn 
progress of economic development but also to strengthen the 
defence requirement of the nation. Shipping transport plays 
an important role in a nation's economy. Before the advent 
of Roadways and Railways, Shipping transport had a 
paramoiint importance to export and import goods from one 
country to another. Even today shipping transport plays an 
important role to export and import goods because it has 
some advantages over road, rail and air transport. All the 
developed maritime countries have long recognised the needs 
and importance of this vital shipping transport and support 
it in their endeavours to maintain its competitive and 
strategic advancement in enhancing our national and 
international trade. Probably no better illustration of the 
economic significance of shipping transport can be found 
than in the role it played in the location of market 
centres. 
Today three fourth of the world's trade is performed 
through the shipping. In the international means of 
transport, shipping is the only best means to carry bulk 
cargo from one country to another because of their large 
carrying capacity and cheap transport services. The 
shipping industry through centuries has increasingly added 
to the convenience and comforts of people all over the 
world, by enabling them to enjoy a better life and a higher 
standard of living by ensuring a proper exchange of goods 
and services. This supplied all the essential commodities 
which were needed for a institutional life and aroused the 
standard of living and made them cultured. Indian shipping 
has been playing a pivotal role in shipping the economy of 
a nation since dawn of civilisation. The opening centuries 
of the critian era which saw a remarkable growth of foreign 
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trade specially with Rome that was shared equally by the 
north and the south. The chief items of Indian export were 
the renound art industrial fabrics. India had a good market 
for her super fluous manufactured luxuries goods in Rome 
and thereby suckout her wealth and drain her gold. India 
had commanded for more than a thousand years the markets of 
the East as well as West, and Secured to her an easy and 
universally recognised pre-eminence among the nations of 
the world in export and manufactures. Besides the Roman 
trade and the trade with West generally, there was 
developed along with East. This maritime enterprise reached 
its climax in the age of Gupta to promote international 
trade and Colonising activity and laid the foundation of 
greater India. It is no accident that many of the world's 
great commercial centres developed at or near points where 
navigable rivers entered the ocean or at the confluence of 
two rivers or other bodies of waters. London, Rollerdam, 
Humburg, Constantinople, cairo and shanghai are a few of 
such old world points which are giant commercial centres of 
world and situated on the different banks of river or sea. 
In the United States this same relationship between 
shipping transport and the development of great commercial 
centres is evident. 
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Shipping has not only been a cotnmercial asset but a 
powerful means of combat and defence of the country. The 
history of the last four centuries is replete with 
illustration of shipping as a second line of defence. Three 
centuries prior to the middle of the 19th century, it was 
sea power which contributed spearhead for political 
domination and emerging industrial powers of the West 
established in far flung areas of the world. It is said 
with great justification that the first World War was 
essentially won by the Allied powers who had strong 
shipping power. Even today, it is strategically important 
enough to assist in the defence of the country both from 
internal and external threat, the geo-political framework 
of the world is changing fast and new and unexpected 
political alliances are emerging. It is no longer possible 
to anticipate who, when hostilities break out, will be the 
friend or foe. The maintenance of security and stability 
may require for the overall development of a nation. In 
this changed framework, the role of the navy is essential 
and gets enhanced. 
Shipping transport developed and became more popular 
internationally after Industrial Revolution and now world's 
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75 percent of trade takes place through shipping. The 
Indian shipping industry has also been of fundamental 
importance to the growth of Indian economy. Even during the 
recessionary periods, the shipping industry has been a net 
earner/saver of much needed foreign exchange. It is an 
acknowledged fact that shipping earns/saves substantial 
foreign exchange for the countiry, even with its meagre 
share of participation in the shipment of country's trade. 
The earnings/savings of foreign exchange by Indian ships 
are estimated to have been over Rs.lOOO crores during 1990-
91 and Rs.l412 crores during 1991-92. It is to be noted 
that even during the period of recession in shipping, the 
net foreign exchange earnings/savings of shipping nave been 
positive. There is considerable scope to increase these 
earnings and save the vast outgoing by way of foreign being 
paid out and that would became payable to a much greater 
extent to foreign ships if Indian ships share is not 
increased. Shipping should also be recognised as an export 
industry and require to support measures adopted to 
encourage its speedy growth and development. This speedy 
growth and development will save foreign exchange for the 
country by carrying its own cargo and earn foreign exchange 
for the country by carrying other countries' cargo. India 
[opoqtiaui atiq pa^iiETmBTq OSXB s en aa^d^qo a m 
•Apn:js 30 spoxaad uxvi^Jiso aqq 
cnp qxun aijq ux spoijtjaiu Xq paxeaAaa sx S E aAxqoagap aq 
5apxAoad SBq l o s s m . •sxsaq:iodii aqq paqsaq s^q Xpn:5S aqj, 
; aqa 50 aouBuuojaad x^T^^^^TS ^^^ a:;HnxEAa puB auxuiexa 
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the mainly based on the secondary sources. Some primary-
sources have also been relied upon. Essential informations 
and necessary data have been collected from various 
secondary sources. Such as journals, periodicals, annual 
reports, directors reports, auditors report, newspapers etc 
on the shipping corporation of India and analysed and 
interpreted to critically examine and to evaluate the 
financial performance of the Shipping Corporation of India. 
In addition to these, a number of executives and officers 
like Mr B.N. Pun., Director of Shipping in the Ministr-/ of 
Surface Transport, Mr Sivraman, disc officer, Ministr-/ of 
Transport, Mr D.K. Karnik, deputy Manager of the Shipping 
corporation of India, Head Office Bombay have been 
approached and interviewed for collecting essential 
informations and data. The work of presentacicn of 
statistics, their computation, analysis and interpretation 
have been conducted by the research scholar, mainly from 
the secondary sources. 
Finally, this chapter has critically reviewed the 
literature available on the subject. During the course of 
the study and completion of this thesis a number of books, 
journals, research papers, periodicals, annual reports hand 
books, directors reports, auditors reports, newspapers and 
many articles have been consulted and reviewed on the 
subject. Most of these books and journals have covered and 
depicted the role and significance of the shipping 
transport in general and the shipping corporation of India 
in particular. Some books have critically examined the 
financial performance, growth and organisational structure 
of the Shipping Corporation of India. 
In the third chapter an attempt has been made to 
exhibit the growth and organisational structure of the 
shipping corporation of India. The year 1961 came -//ith 
recommendations of the Estimate Committee of the Lok SaDha 
to amalgamate the Eastern Shipping Corporation Ltd. and the 
Western Shipping Corporation Ltd. and form a new the 
Shipping Corporation of India. The Committee gave a 
suggestion in its report that there would be co-ordination 
in policy for a better economic and efficient services xn 
long run. The shipping corporation of India was established 
on 2nd October 1961 to merge both government companies the 
Eastern Shipping Corporation Ltd and the Western Shipping 
Corporation Ltd. on the day of amalgation the total 
authorised capital was Rs.35 crores and paid up capital of 
Rs.23.45 crores. It commenced its operation with a fleet of 
19 vessels of 1.39 lakh GRT. The shipping corporation of 
India had an increasing trend. In 1962 it had 20 vessels of 
138598 GRT and 24.24 crores investment. In 1963, total 
ships were 27 with 2 01968 GRT and total investment was 
29.75 crores. Every year the corporation had positive 
growth and in 1966, it had 35 vessels with 304244 GRT and 
total investment was 44.90 crores. In 1966 the shipping 
corporation of India had taken the management as well as 
complete affairs of the Jaymati company Ltd. The Jayanti 
company became a subsidiary of the shipping corporation of 
India. For the purpose of security coordination in policy 
efficiency and economical operation and in public interest, 
the Jayanti Shipping Company was analgamatea with cne 
Shipping Corporation of India on 1st Januar^ / 1973 and the 
entire fleet of Jayanti Shipping Company Comprising 16 
ships of a total GRT 2.95 lakh became part of the shipping 
corporation of India's fleet. With these ships, the fleet 
of the shipping corporation of India was increasea to 93 
ships of 11.96 lakh GRT. After a decade, the shipping 
corporation of India had absorbed the Mogul Line Ltd. 
Shipping Company in 1986. At the time of absorption the 
shipping corporation of India's position was ver^ / 
satisfactory. The total vessels were 147 with 3214044 GRT 
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and total investment was Rs.1688.42 crores. The Shipping 
Corporation of India had grown in all directions during 
this period. To meet the requirement of anation the 
objectives were divided into different heads and rhese 
objectives became the guide line for the growth and 
development of the shipping corporation of India. The 
macro-objectives include the development of infrastructure 
for economic development and promotion of self reliance, 
shipping is one of the sectors which falls within amoi- of 
Industrial policy, a strong public sector in shipping is 
also important for national security to serve and maintain 
essential foreign trade and move men and material curing 
emergencies and national shipping is one of the most 
important invisible contributors to the country's balance 
of payment and has a special role in promoting exports. The 
basic objectives of the shipping corporation of India are 
to acquire own and operate ships on a commercial basis so 
that public sector has an increasing and predominant role 
in Indian shipping to promote and assist India's 
international trade in general cargo and bulk commodities, 
to generate surpluses from commercial shipping services at 
a level which, over a period is comparable to that of 
surpluses generated by the shipping industry of other 
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countries employed in international trade, to maximise 
earnings and savings of foreign exchange by increasing 
participation in national sea borne urade and m 
international cross trade, to develop close relations m 
the field of shipping with the shipping interests of oLher 
countries, especially those of developing nations, to 
provide such assistance to the public sectors, and to ~ne 
Government of India in the field of shipping as may be 
required from time to time, co operate non-commercial 
shipping services at the direction of the Government of 
India on behalf of the Government etc. Apart from these 
major and basic objectives of the Shipping Corporation of 
India, there are some micro objectives also which come 
under these broad objectives. To achieve the above 
objectives the shipping corporation of India has opted some 
strategies important strategies opted by che shipping 
corporation of India for achieving the objeccives are -
Rapid expansion of fleet, 
- Active participation in movement of general and bulk 
cargoes to all parts of the globe, crude oil and 
petroleum products and passengers, 
Financing capital outlay for acquisition of ships 
through maximum internal resources and 
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Measures for rapid development of maritime manpower 
required to operate growing fleet. 
The shipping corporation of India has achieved its 
objectives to some extent and has been making its veritable 
efforts to obtain its objectives intoto. The corporate 
plans are based in the direction of these objectives. 
In 1994, the growth and development of the shipping 
corporation of India is very satisfactory the total numcer 
of ships is 124 and total tonnage is 2.98 million GRT. The 
investment shows the highest figure Rs.3409.24 crores 
during 1994. The company takes a line share in the total 
export and import of Indian shipping. The Shipping 
Corporation of India takes 47.3 percent alone of rcjtal 
Indian tonnage and other 66 companies and governn-ienc 
department take the remaining 52.7 percent of total Indian 
tonnage. This line share exhibits the growth and 
development of the shipping corporation of India. The 
shipping corporation of India is not only aid to trade and 
commercial of the country but also very important earner of 
foreign exchange for the country. Even during the recession 
period, it has been a net earner/saver of much needed 
foreign exchange in the year 1961, when this corporation 
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was formed, at that time it earned/saved Rs.2.74 crores and 
just after adecade this foreign exchange increased to 
Rs.35.04 crores. In 1981, after cwo decades cms 
corporation earned a very handful foreign exchange of 
Rs.195.21 crores which helped to meet the country's foreign 
debt. In 1991, the net foreign exchange earning was Rs.269 
crores and it increased to Rs.353 crores during the year 
1991-92. In 1992-93, total net earning of foreign excnange 
was Rs.425.28 crores and this figure increased to Rs.56i 
crores, which is highest figure of foreign exchange earning 
during the year 1993-94. These figures shown a satisfactory 
growth and development of the shipping corporation of India 
in the field of foreign exchange earnings. 
Practically, the shipping corporation of India 
operates in all areas of the shipping business both 
national and international. It operates a net work of 
global services covering the four continents of the world. 
Infact, the shipping corporation of India is the only 
Indian shipping line offering worldwide container and 
break-bulk liner services. The tanker fleet of the shipping 
corporation of India transports almost all of India's crude 
oil and a major portion of petroleum products thereby 
making the country self-reliant in the transportation of 
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this crucial commodity. Over 95 percent of Indian crude oil 
imports are lifted by the shipping corporation of India's 
tankers. In addition to international operations the 
shipping corporation of India also operates domestic 
passengers-cum-cargo services between the Mainland and 
Andaman and lakshadweep group of islands. The corporation 
has diversified into the offshore marine business in a big 
way and today provides vital offshore support services to 
the Indian oil industry in the quest for indigenous 
offshore oil exploration. The shipping corporation of India 
has developed considerable expertise in offshore operation 
and during the 8th plan period it is expected that all 
offshore operations would be performed by its personnel in 
owned as well as managed ships. In addition to this the 
shipping corporation of India has also developed into a 
major ship management company managing and manning 26 ships 
on behalf of other organisations and government 
departments. The diversification has been a key thrust area 
of the shipping corporation of India to maintain its 
competitive edge in the national and international shipping 
business. All these show the satisfactory growth and 
development of the SCI. 
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The shipping corporation of India has a dynamic 
organisational structure and over the years, it has been 
changing from time to time due to change of market forces, 
developmental change in shipboard, technological changes 
and change into area area of business. From beginning the 
shipping corporation of India has been expanding its fleet 
in various fields to meet the requirement of a nation. It 
has diversified its fleet from predominantly a liner fleet 
into cargo liner Tanker, bulk carrier, combination carrier 
fleet and commercial activities of the corporation also 
increased in tune with the change in composition of its 
tonnage. • While the shipping corporation of India was so 
expanding, the shipping industry began to face severe 
recessionary trends. The shipping corporation of India has 
been no exception and to meet the new challenges faced by 
the shipping corporation of India in view of its expanded 
tonnage and new type of ships as well as to meet 
recessionary trends which had effected international 
shipping, a new management structure was evolved with 
consultation of the Indian Institute of Management, 
ahmedabad. The basic purpose of this reorganisation was to 
design a structure which could facilitate performance of 
various task to achieve the objectives of the shipping 
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corporation of India and would also provide a much stronger 
organisation based for operating divisions by grouping them 
into profit centres. The philosophy behind re-structuring 
of the organisation has been to create well segregated, 
clearly identifiable and well defined areas of 
responsibilities which cover preparation of strategic plans 
to achieve operating results with responsibilities resting 
near the scene of operations. 
Organisation structure of the shipping corporation of 
India has been broadly grouped under five divisions which 
include two profit centres covering liner and passenger and 
carrier and tanker operations. Each of these five divisions 
is headed by an Executive Director at corporate level or 
management forming a coirporate group. The corporate group 
works under the direction and control of the Chief 
Executive of the shipping corporation of India namely 
Chairman and Managing Director. The establishment of the 
corporate group has ensured a closer team work leading to 
better and efficient administration of the fleet. Again the 
operating functions have been regrouped into three profit 
centres, namely Liner Services, Bulk Carrier and Tanker 
Services and coastal and passenger services, and each 
headed by joint Managing Director. There are three ser-zice 
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Divisions also namely Finance, Technical Services and 
Personnel and Administration each headed by an Executive 
Director. The head office frame the basic policy and 
supervise the overall performance of the corporation. The 
chairman and Managing Director is the Chief Executive of 
the Corporation and he is assisted by various Joint 
Managing Directors and Executive Directors of various 
heads. The Board of Directors may exercise ail 
administrative powers to form strategy and policy for che 
shipping corporation of India. 
The fourth chapter is a core chapter of the suudy 
where an attempt has been made to critically examine and 
evaluate the financial performance of che snipping 
corporation of India. It has a huge investment anc at 
present has total authorised capital of Rs.350 crores. It 
is said that to acquire capital is very easy but to use it 
efficiently is difficult. To know the financial 
performance, different parameters have been used. 
Current ratios have been calculated to measure the 
short term solvency of the SCI. The current Ratio has been 
computed by dividing the total current assets by the total 
current liabilities. The table of the current ratio of he 
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corporation shows, overall the satisfactory performance. A 
high current ratio is an indicator of a good liquidity 
position of the corporation. It means the SCI has the 
ability to pay its current obligations when they become 
due. In 1989-90, Current Ratio is just near to banker's 
rule of thumb as 1.89:1 but in 1990-91 it comes down to 
1.75:1. It means, current liabilities have increased faster 
than current assets. In 1991-92, there is a slight 
increment in current ratio but in the year 1992-93, the 
ratio has again fallen. These current ratios show Che 
overall satisfactory liquidity position of the corporacion 
because it has current ratio just near to the rule of 
thumb. 
In order to have a test of liquidity current rat:.cs 
have been calculated. It establishes a relationship between 
quick or liquid assets and current liabilities. Inventories 
and prepaid expenses are excluded from the list of quick 
assets because they are not expected to be converted into 
cash quickly. Bank overdraft is also excluded from current 
liabilities because bank overdraft is generally a permanent 
way of financing and is not subject to be called on demand. 
It is calculated by dividing the total quick assets by 
quick liabilities. 
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The table of the Quick Ratio shows the very 
satisfactory performance of the SCI. In 1988-89, Quick 
Ratio is 1.79:1 which more than rule of thumb. It means the 
corporation has Rs.1.79 lakhs quick assets for Rs.one lakh 
per quick liabilities. In 1990-91, there is a slight 
decrement in the Quick Ratio but in 1991-92, it increases 
to 1.71:1. In 1992-93 again the Quick Ratio decreases but 
in 1993-94, it increases to 1.69:1. Overall Quick Ratio 
maintains better liquidity position of the SCI. 
Absolute Quick Ratio has been calculated to establish 
the relationship between absolute liquid assecs and current 
liabilities. This ratio shows a very satisfactory liquidity 
position of the corporation. These ratios indicate the 
overall the SCI has good liquidity position an short term 
solvency is sound. 
Gross Profit Ratio has been rehead upon to measure 
the overall efficiency of he corporation. It has the 
relationship between gross profit and income from 
operations. It is an important ratio because the 
corporation covers its operating expenses and provides 
adequate return to proprietors out of the gross profits. 
This ratio is calculated by dividing gross profit by income 
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from operations. The table shows ten years Gross Profit 
Ratio which reflects the efficiency of the corporation. In 
1984-85, ratio is 20% and after a decade, means 1993-94 it 
comes to 27.8%. The whole decade depicts the good ratio and 
is the indicator of a good financial performance. 
Net Profit Ratio is very useful to the proprietors 
and prospective investors because if profit is not 
sufficient the corporation will not give a better return on 
its investment and interest to its creditors. Net profit 
ratio attracts the investors and existing investors to 
reinvest in the corporation. The table shows ten years Net 
Profit Ratio. In the year 1984-85, the ratio is very low 
and has been continuing till 1988-89. But after this 
corporation increases the ratio and after a decade in 1993-
94, it has the highest ratio of 11.32 percent and shows the 
better performance than earlier. 
Operating Ratio shows the relationship between cost 
of goods sold plus operating expenses on one hand and 
income from operation on the other. This is the most 
important ratio to measure the operating efficiency of the 
corporation. This ratio of the SCI does not show good 
performance. 
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Debt Equity Ratio is a yardstick to measure the long-
term solvency of the corporation. It has a relationship 
between external equities or outsiders' funds and internal 
equities or shareholders' funds. A low ratio indicates 
favourable from the long-term creditors' point of view 
because a high proportion of owners' funds provided a 
longer margin of safety for them. A high debt equity ratio 
tells that the claims of outsiders are greater than those 
of owners and it gives a lesser margin of safety. This 
ratio does not show the good performance because the table 
shows the high ratio and high ratio indicates margin of 
safety. 
Earning per share is an indicator of the financial 
performance of the corporation. High per share earning 
lures the prospective investors to invest and existing 
investors to reinvest in the corporation. In 1989-90, 
Earning per Share is Rs.4 and in 1990-91, it increases to 
Rs.5. In 1991-92, it again goes up to Rs.6 and in 1992-93 
is Rs.lO. But in 1993-94, it increases to Rs.l5 which is 
very satisfactory earning and shows good performance of the 
corporation. Apart from these Net worth to Total Assets 
Ratio and Fixed Assets to Net Worth Ratio are used to 
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measure the financial performance of the corporation. But 
these ratios donot show satisfactory performance. 
Funds Flow Analysis establishes the relationship 
between sources of funds and application of funds. Sources 
of funds means reduction in assets and increment m 
liabilities and application of funds means increment in 
assets and reduction in liabilities. The purpose of this 
statement is to show clearly the requirement of funds and 
how they are proposed to be raised and the efficient 
utilisation and application of the funds. In 1991, total 
funds are generated Rs.29693 lakhs to decrease various 
assets and to increase various liabilities and in the same 
year these total funds are used to increase other assets 
and to decrease other liabilities. In 1992, 1993 and 1994 
total funds are generated Rs.51176, Rs.28872 and Rs.31371 
lakhs and these amounts are used in the same years to 
increase various assets and to decrease various 
liabilities. 
Apart from these parameters, common size statement is 
used to examine the financial performance of the 
corporation. The statement has a relationship between 
various items of the balance sheet and common item. Total 
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assets are taken as 100 and all individual asset is 
expressed in percentage which is a part of total assets. 
Similarly, total liabilities are taken as 100 and all 
individual liabilities is expressed in percentage which is 
also a part of total liabilities. These statements show the 
share of individual liability of total liabilities and 
individual asset of total assets. Overall these statements 
donot show the better financial performance of the SCI. 
Hence the following may be observed as findings of 
this thesis. On the basis of these findings and conclusions 
steps should be taken to develop the SCI. 
1. The shipping corporation of India is suffering with an 
acute manpower shortage which affects the smooth, 
uninterrupted and sound operation of the corporation. 
This acute problem of manpower shortage has arisen 
mainly due to continuing large out flow of skilled and 
qualified Indian officers from employment on the SCI 
to foreign flag ships by lure of much higher wages 
with they earn net without having to pay any tax. 
There must be considerable reduction in the drift of 
Indian seafarers to foreign flag vessels. 
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Today the major differential between an Indian 
seafarer working on a foreign flag vessel and an 
Indian vessel, is high taxation. This needs to be 
corrected for the long term benefit of botn, zhe 
seafarer and the corporation. 
As it has lost the competitive edge in manning its 
fleet, it is left with no choice but to follow the 
international trend and reduce its manning strength -o 
implement new technology and automation. 
The corporation has already become an active partner 
of the government to impart training and set up 
training institutions and it should take major step zz 
persue vigorously the setting up of the Indian 
Maritime university, followed by post graduate courses 
and research in different aspects of shxppmg to 
develop and to meet challenges of globalisation of 
Shipping. 
A new system was introduced by the government that 
Indian Financial Institutions have started levying a 
special interest tax on the interest paid to them and 
these financial institutions are passing on the burden 
to the borrowers. This has made the cost of finance 
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higher for an Indian shipowners. Since they have to 
compete with foreign shipowners with a much lower 
overall cost of financing, consideration should be 
given to the withdrawal of special interest tax in 
respect of loans and advances to the shipping 
industry. 
A major hurdle in the growth of the shipping 
corporation of the India is uneconomic unii: of 
operation. This unit operates its services at: various 
places on full reimbursement basis like inter island 
services in Andaman and Nicobar island, r4ainland 
Lakshdweep and inter island Shipping services, Haj 
pilgrimage services. Management of Research and Light 
Ships Services for the overall economic developraenc of 
a nation. 
Short term solvency of the shipping corporation of 
India is to some extent satisfactory but it further 
needs to strengthen more to have adequate working 
capital in the corporation. 
Earning per share is showing an upward trend but it is 
not yet satisfactory and it needs fast increment in 
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earning per share to maintain fair rate of return in 
the corporation. 
9. There is over capitalisation in the corporation and it 
requires reduction of idle capital and proper 
utilisation of remaining capital to maintain fair 
return on investment in the corporation. 
10. After critical analysis and evaluation of various 
ratios, it has been observed that long term solvency 
of the shipping corporation of India is in a poor 
shape. The external equities are too high and internal 
equities are too low. There is a need to enhance the 
equity share capital and reduce the loans and advances 
to have a proper gearing ratio to strengthen Icng-cerm 
solvency of the shipping corporation of India. 
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